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PREFACE 

In designing this vofumo, the author’s purpose has been to 
provide the student with a rnanual contliining, in the 
smallest possible compass, an outline of tlie principles and 
practice of commerce in all its most important branches. 
His special thafiks are due to Sir Kicjiard Gregory for 
valuable suggestions in the production of the book, and to 
many business friends who have been kind enough to supply 
documents and expert advice in dealing with various 
sections. 

The book is not intended to be an imaginative picture 
of the romance of commerce. It is necessarily concerned 
largel5"^vith hard facts and legal details. To the author the 
facts here set forth* are,' however, not without human 
interest, fgr many of them have been gleaned from liis own 
commercial experience or collected during several years of 
original research and inquiry among business men, and all 
have been discussed and learnt by his students. Comraer-^ 
cial students do not attend classes to hear the poetry of 
commerce, if such there be, but to gain precise kijowledge ; 
and they can receive stimulus from it •according as the 
* subject is connected with their daihy life. ^ 

The book amply covers the int^rmediat<^ and advanced 
syllabuses in l^heory and Practice of Commerce of all the 
leading examining bodies, a list of which is given on p. viii. 
It also ct^vers the whole of the Commercial Corresjjondence and 
Business Knofcledlge arid /^ho Business Methods syllabuses, 
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with the exc(J[)tk)n of the most oleiBeiitary iioj^ions 
of liorne trade, othce procedure, letter writing, etc.,#which 
are desalt with in anothcl; volume, entitled Frhici])les and 
Practice of Business. Candidates for Decrees in Commerce 
and Economies should also find the volurtrt? a useful starting 
point in preparation for the more detailed study which 
they are recjuired to undertake. • 

While endeavouring to make the book as com})rehensivo 
as possil)](', care has been takeii to ('liminate ujmecessary 
details. Thewword unnecessary ’’Hs lif^re used advdsedly ; 
for the sco[)e of the subject is so wide that no part could be 
appreciated sufficiently to satisfy the inquiring n\ind, or to 
l)e of any use to those actually engaged^in busiucvss life, 
without mention t^f many relevant facts. Generalizations 
W’hich are not based on definite fact usually create in the 
studenCs mind a vague, idea having no lasting value, and 
the enunciation of jjrinciples cannot be regarded as useful 
without tlie suppf^rt of examples. For this reason several 
minor points are ii^cluded in the descriptions of certain 
produce exchanges, although it is not suggested tljiat the 
studenPshould learn (‘very dettiii by Imart. '.rheir #iclusion 
will help him to form a more definite idea of the methods and 
customs attaching to each trade, and to compar<! tlu^n with 
those obtaining in other branches. 


O. MAIRKT. 
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TirEOiriANTNC OF COMMigKJF. 

(X)NS^riTFTION OK BU8INKSS UNITS. 

» • 

Production. ^ I n the language^ of Kcononues, ‘‘ ])fo(liict i()n ” 
moans tho ci’oati<ni of utility and valiu^. ( diornistry toaehos 
us that man cannot create niattiu* ; hut man nuiy giv(‘ it:: 
utility l)y transforming the elements of whicli it is eomj^)sed, 
or by transporting it from one pla(;e to anotiuu' ; and 
most things vvliich have utility to th(‘ owner also haye value 
iii (iXchange for other things of whieh he may stand in ne(‘d. 
Diivct production consists of giving utility to things, or 
evon^])(ason.s : the, utility*of commodities is (uefited or in- 
creased (‘ither by /rr/ns/omuY/o/?, or by iramlocalkni ; direct 
sermce to persons is reiuh'red in education, nnalical or legal 
advice, I’cm’eation , oiv. Indirect production r(\svdts from 
the e.\;chang^ of commodities or services, by inducing tliO 
receiver to render value for value. 

Industry and Commerce. The word I ndustry is used 
by e(*onomists to include all those activities through which 
goods and sefvicc\s are obtaine<i ; ^ind the canintless oecTupa-^ 
tions into whicli the industry <^f the woild is divided <ire 

classified ])y them as follows : 

• • 

(a\ Extractive huluMriefi^ comprising tliose industries which 
have ♦for tlieir object thf* •e.Ktraction of natural wealth 
from the r'awth, Sucli as agriculturo, fishing, for(‘S.tr\, mining, 
quarrying, etc. 



2 


ciiAn. 


TRADE, TRANSPORT AND i-TNANCE , 

4 

{b) Consfruciwe and Manufaviurhaj imhidvMus, sufii •ii.s 
building, road-uiaking, weaving, enginecnng, el e. 

(c) Commercial Orcnpallom\ or those which result in the 
translocation or distribution of conunodifies Unhiding money 
■ -from tlie sources of supply to the porsoiis ^^^ho wiiiit them, 
and at the recpiired iiriie and place, (.^niimercial occupations 
are summarized in the title of this book r “ TfiADi':; d'RANsfoKJ' 
AND Finance.” 

{d) Dircrl Services, ejj. tlie work of law^'crs, physieJans, 
])reachers, entertainers, teachei-s, politicians, civil servaiifs. 
and those (uigaged in the army, navy, a^r, ajid j)olice for(*Cfi. 

What has boon said above; is the language of teachers 
of ])olitieal ecowoD^y, but not that of the av(‘rag(; Inisiness 
man. Ihe word “ Industry ” is iisuall\^ (‘inployed to 
denot(* inanufactun', or the exj)loitation of natural wealth ; 
and ” (V)nuneree ” inelud(‘S any business which. hel|)s in tin; 
vv(.)rk of distribution. Moreover, labour is classified for 
purposes of faetoi'y or works organization as Productive 
if tlie w'orkcr is engaged in directly liaiidling and ti’ansform- 
ing tile product, and Unproductive if Ik; is employed on the 
administrative' or commercial side of the imdertakin<^i In 
(‘(imition ])arlan(;e Industry is symuyymows witli Produetion, 
and (Jommei’ce implies Distribution, .Administration has 
lieen discussed t'lsewhere.^ 

1 ) ] V l S I O N S o K (Jo M M EE 0 E 
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I I 

i I i 

Bumc. 1 WARimoiTSiNC 

I Foreign 

! "■■■ ::''i . 1 J i ! 

Wholesale .Retail j Banking Tm'('.stmeiit Insuraueo 

I 

Import Export 


^ See i*rimdples and Pmetv e of Bnsinesfi, p. 65. 
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Jlhe Entrepriyieur. — EcoTitirnists us:a Uic^vord ciilr(rpreneur 
to dpnotci the person whose iiiitiativ^e ereates or dii ects any 
’undexta-kingt whether it be great or siriall, industrial, 
agrieiiltiiral,- cotninercial, artistic;,, *seientifi(;, edueational, 
or what not. 4n English the same idea could Ix' hc>tter 
expTX\sse(l in tlM> words ‘‘ undeyrtaker ” or ern])loyer/’ for 
it is thc^ (mimprfnmr wlio undertakes tlie i‘c‘sponsil>ility of 
the enterprise, directs it, and employs lal)our to realize' 
its b!)jeci.s. . 

'Fhe oMreprmepr *s said to imite the thi’cc' agcaits of 
production, viz. capital, lalxair and land (or nature). Of 
those the; first (;ssential is ea|)ital, for without it the undeu- 
f aker can neitlua* pay his Avorknuui or assistarits, i^or accpiire; 
the territory ' or premises or materhii to comm(;n(;e Ids 
undertaking. 

Forms of Business Unit. (Commercial and industrial 
(mterprise is (;a]*ricd on witii a view lo |)i’olit und(‘r tluee 
main ty|K‘s of managenu'nt or o\vnershi(), viz. : 

1. Soh; M'radf'rsliips, or Oin'oiian coiictM'ns ; 

2. Pali tiers I n])S : 

Ordinanj or Lifnlled ; 

It .loiut-St<y(J< (yOn*i[)Tmi(\s : 

Unlimited or lAmiled, 

Public or Privalc. 

Tn addition to these may be mentioned (»overnm(vnt and 
Municipal upchMtakings, ( Co-operative Societies,’ M utual 
Insurance Offices and Friendly 8o(;icties (p. 220), which ail- 
tlie pr’Oi^ierty of the State, tlie murdcipalities, or- tin; jieojih' 
Avho patronize^ them, as the case may be. • 

Tn tile majority of eases the business undertaker ’s m|)tive 
for entering into jiartnersldp, o*r ^floating a eompany is#(u) to 
raise working capital. But many partnerships and private 
eompatdc'S arc fonped (/>) to combine technical skill with 
business ability, (e)*to increase eonnec-tions and condiim; 
interests, and (r() to relieve the proprietor or pai tni;rs of tin 
' See Principles evut Practice, of Business, ebap. It 
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oxi, sting husinesi^, the development of involves 

increasing rcsponsibilitiej?. In many manufactnring busi- 
nesses ori(^ ()artn(‘r is found to manage the works department/ 
wliile tlK' other talces (‘luirge of tfie conniKAeial side. 

It Hometirnes hap|)ens tliat an oinployec is (‘iigaged in 
(‘onsidcrat ion oi' tlu' capital or biisiju*ss contu'ctions he btiiigs 
to tlic tino, who allow him interest. (»r commission, as the easr' 
may be, in additioii to salary. Sucli an arrangement is 
nnsalistactoi’y to the ('nt[)loyer in thfit it rediiees liis authority 
to <l(‘niand f>hedi(aice. 'The ('mplo\(‘(‘, it' is ri'ally worf h his 
salary, ought to«hc al)le to nst? iris capital *01* coniK'ct ions to 
l)(‘tter advantage' in a Imsim.^ss of lus own, la* as a junior partner. 

A Partnersiiilp is'detiiK'd in the Partnershi]) Act, ISOO, as 
“ tlie relation whiclj sulisists between persotis carrying on 
a busiiK'Ss in common with a vimv to profit.*' Tlie joiitt 
[iroprit'tors are known as thi' partners, and p('rsons w ho }ia\n> 
(Mitered into partn(wshi[) with one another are called 
colle<’tiv(‘ly a finn. 

Ev(M‘y partiHM’ is jointly liable with Ids oo-jiartners for the 
v'hoh of tlie lirm’s oliligations. An unpaid creditor may 
th(‘r(dV>re ^proceed against the firm or against any ^f‘ the 
jiartmu’s individually. Judgment ha\ting been entered 
against the tii’ni, ext'cution may he issued agivnst^the 
pro])(‘rty of the paT tmu's : but if a erc’ditor olitains judgment 
against ojh* or some of the partm'rs he has no furth(‘r right 
(•f jiroct'dure or ext'cntion against the otliers. 

A writ of execution cannot b(i issued against any partner- 
ship })ro[)eJity except on a judgment against Jthe firm. 

In ►Scotland, jiartficrs are jointly and severally liable. • 

• • 

^^.crsoii who is admittcyl as a partner dues not tliercViy 
bccoMK' lialik^ to tlie creditors of th(^ firm for anything done 
Ijcforc he became a partner ; but a ])art^KM- who retires does 
not t her('l>y et'asi' to liable for |>artneisl'.iy) delits or obliga- 
tions incuired before his j'td iit'imMit. With tlie cons^ait of 
rh(^ firm's ep'ditors tlie other ])artri(:'rs^-nay,*ho\vover, release 
liiim 
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^ro avoid liability for dofjts (‘on1.ractrd att(.'r lir has veascd 
.to T)(‘ .‘i j);irtnor, a ndirijig partiKa’ nmst give r.rp/vs.s 
noflre to all jua’sons who havo fiad d(‘alin^s witli th(‘ linn. 
An aniioiiir(*(‘nt(Mit in the London, • (Idzcllr is suriicirni 
notioe to persows who liavavnot yot had (hadinus w ith tin' 
hnn, (h"oi' Scotch ainl Trisli linns Ihc Ldinhnnfh Gazelle 
oi* l])(' Dnhlin Gazelle aic iis(‘d r(‘sp(‘ctiv('lv.) 

Eacli naan her of a partiu'rsiiip is an a^ent of and for iiis 
c(?-partners, ha\ inc authoril y lo hind t hein to any contracts 
he niay iiiake in^tln.^ ordinary scopt' of tin* times Inisiin'ss. 
A partner's authority may lie restricted hy agna'inent w itli 
the otlna's, l)ut if such a partner (‘xcec'ds his autliority tlie 
linn cannot esca|)e rx'sponsihility towai'ds Tiny' 
having rec(*iv('d notice of the a.gr<'i‘nnav|t. 

Any person who lends Ids nanu' to a. liiin oi* ' knowinglv 
sulfers himself to he represential as a partner ' niav he 
held liable, as if Ik* were a ])artn(‘r, foi- <Iehts contracted 
towards partic^s who havi* hei'u misled tlnai'liy. Such a 
{X'l’son is known as a Nominal or Ostensible partner. 

Ordinary or active partners are those avIjo juit tlu'ir labour 
or nioru'Y into the eonc<a;n arid ajipear to the ])ul>lic as 
partwers. A sleeping, dojrtant or silent partmu' 7i» oye- wlio 
takes no aetivi* pai’t in the* conduct of tlu*. husiiu'ss (though 
he yiay jnvest his m(»n(*y in it, and use his intlu(*nc(> lieldnd 
th(^ sceiH's), and does not allow his name to apj)(*ar to the 
w'orld as a partner. 

in an Ordinary Partnership both active and sh'ejiing partners 
are lialjje to th(* full e.vtent of tin* iii-m's debts. 

The mutual rights and dutii's of the jiartnei'i within tlu* 
firm a4*e regulated hy the* tcuans of the jiattnershij) agreement, 
Avhieli should lie contained iiiM tvritt(*n Deed or Articles oi*^ 
Partnership. In many eases, however, the* agrc'ement* is 
merely verbal, and^so inderinite that w^liat has lieen agreed 
can .only be inferreiUfroiri the conduct of the parties. 

A properly draAvn-iip detVrwill leavi*. litth* room for d('»g})t 
as to the intended relationship of tlui jiai tners’. Its tei nis 
must depend laigely upon the partners’ motiVe fo^ joining 
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togctlxM', bui, a ])r<>])er agj'(‘c*iiHait may l)e ex])l‘(^le(i to con- 
tain clauses referring to : 

1. Names of tJic j>ai<uors au<l uatiiro of tjie busitiess. 

2. I^'irrii iiarnei and a.(ld.i*(^ss. 

a. Ca{)i(al arul iiilerest allo\ve<t tiicreoM Id <'a.c.li |)a,i;1rHM'. 

t. Coaduet and dutic's of (lie ]»ai t?ua's. 

r>. 1’arlin‘i‘s' autfioriiy to cotiiTiiit the firiii to eoi.it |•acts, 
and (‘OUSiM I lienees of exeecdiug such autlK'rity. 

(). J\cof)ii)g of j)ro|H'r aecMiunts and paTtners' access 
t-hcreiu. ^ * 

7. Dixision of profrl-s. 

8. I.*a,rtiiers\ salai'ii'S (if any), <lra\ving.^v and intei’i'st on 

diawings and advanee.s. 

It Diii’alion and dissolutnai of jiarl nnisliip. 

in. Rot ui-n cajiital aial apport iomiHsit of surjilus ti,ss<>ls. 

11. SettJenHart {usually by insfaJments) ,nitli executors 

of deceased pai t n<:a‘. 

12. Arbit j-al ion. 

Unless otherwise agn'cc.l, any (piestion arising in tlie ordinary 
course of tlic jiart nersliii) busiru'ss is lienidcd by a ruajoiity 
of tlio pai'tnei's, but a nmv jiai tiKU’ cannot Ix^ admitttsl, or 
any cliaiigr; made in. the nature or eonst itution of the 
business, without the eoMS(Mit of all tlie part Jiors. 

In the ii^b'^tmeo of any agreerne^nt, or wliei'c disagr.'(>c^nent 
arises in the interpretation of tln.^ agrcMduent, dis|>utcs are 
settled, wliether by arbitration or process of the Gdurt in 
('ompliance witli the Partnersliip Act, 181)0,' and tire l(‘ga1 
decisions w hich ha\ c Innn given tluuvunder. 

• 8ui)ject to any agi'eement lietween the partners, a 
|)itrtncrship is dissolved - 

(1) If eMteJ“(xl into htr a tixid tiMin, l»y the expiration of 
that tenn ; 

« (2) if entered into for si .dngle a<l venture or nndertaking, 

u by t he trarnination pf t hat adventure or undertaking; 

(*.1) If ('ntered into for an und(.*tincd time, (he. if it is a 
pai tnorship ” a,t will ").• Uv any partner having given 
not i(*e t o t,h(^ ( Iher or othei's of in’s intention to dissolve 
.Mie partiiorsliip. 

^ And tlie rules of equky and of eomraon k*iw ajiplicable to 
partner.sliip except so far as t.he\- are. incotLsistent with tlie 
PartiUMship Act. 
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(4) By lb(»(loatJi or })mikruj>tc\' ol’ aiiv>?|)Hrtiior. 

• (T)) At llic option of the otlun; jiait iiers; it’ aiiv |);»rtm'i* 
..siifiV‘r,s his sJuii'o of tiio partiiorshiji |)i('j)erty to he 
(iliarged (se<‘ p. 9) for his separati^ debt. 

A partiicrshir) is in i^vcry case dissolved 

•(h) ItV iuv])j>eriing of any <‘\'t‘Jit whicJi I^ak(^s it 

unlawful (g.i/. outbicak of war wil h a eotnit ry of whi<‘li 
ont‘ of file partners is a .su))je<.^t). 

()^i ap])lieation l>y a partner the (/ourt may deeiee a dis- 
solution of the paiSnershij) on tlu^ grounds of 
•* 

(7) lainaey 

(<S) Pr-)-inaiiont ineapaeity ; 

(9) (V)iulu(-t prejudieial 1(» Mka earrying ort of the busitit'ss ; 

(In) Wilful or persisl<‘ut breaidi of tiu^ }>»frinorship agriu'- 
naaLt"",* or * 

(11) When Mi(‘ l)ushu‘-ss ean. onl\ be eArried on at a loss ; oi* 

(12) When otiaa- eireumstanees luivi' arisen whieh, in the 
(.jpinion of the C-ourt, render it just and f^jiiitalih: that 
tlie partnership }.)e dissolved. 

hi settlijig acc< Mints between th(‘ [lartru^rs afti‘r a dis- 
solution, (a) Losses, iniiluding losses and d(‘liei(‘iu*ii's of 
eajiital, ar(‘ jiaid lirst out of profits, mext out of eaiiital, 
and lastly, if necessary, by the pariners individually in the 
pro[^ortion in wliieh tliey were entitled to slu;,ye profit/S. 
{if) 'rh(‘ assets of tlie linn including the sums, if any, eon- 
tri^uted by the jiartners to make u]) losses or deficaencirvs 
of eapitiil, ar(‘ ap[>lied in tin* following manner and order : 

1. In paA'ing the debts and haliilitics of the Ihin to jiersiMJS 

who are not partners therein ; 

2. In leaving to each partma* i*ateal)ly what is due from 

« firm to tiim for advanc(-s as distinguished fi’om 
capital ; 

Ik In paT^iug to each partner rateajdy what* is due fi'oin 
tlie 411111 to liiiu in r»>sp(*et of capital ; 

4. The ultimate residue, i^uy, is divided ainon*g thov^ 
jiartners in tlie pro] xtrt ion in which protfts^are 
divisible. 

Limited Partnefsbips. 1’he Idmiied I^c^irtiiership Act 
of 1907 made it possible, fey* an adaptation of company law 
to partneri^liipfa* for-^a sleeping pai^tner to hav.e a fiifiincial 
interest in a firm without incurring an ordinary partner's 
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lial)iJity tovvards^lic lirni’s (.Toditor.s. LiinitfcL paitiiorslitps 
are go^’^‘nu*d by Mie general iaN\' of [>artn(M’8lii|j as Tnnd*liied^ 
by the lauiited I?a]tiiers)iij>.s Act. 

A liiniUai partiansliii) 'must eoiisist of om* or' more general 
partners, who an' liable to the full exbvnt of The lirm’s debts, 
and one or more so-ealled limited partners, who at the Vinu' 
of eiiteiing into th(' |>artnershi]) must ('on tribute tlureto a 
stated amount in money oi; j)ro|)erfy, and are not lial)h‘ 
the lirm’s dr))ts oi' obligaticms b(*yoiif;l the amount so 
contributed. , ' * 

Every limited partriershij) must b(' ic'gisten'd. o»’ in 
default it is deunu'd to Ix' a general j*aitnershij>, and (‘va'ry 
li mill'd partner is deemed to be a general ])arfne 

Hcgistral ion is (‘ifoclcd 1»\ scalding l>\ post or di'liNcring lo 
(In' Itej.’ist i‘m; of Joint Sto<-k ( oin|)jnn'(\s ' a St al en icail. ron- 
tainixg ainojig otltei jiaid icmlais a d«‘S(.'ri|»l ion of cn i'rv limit, oc| 
pariiK'r and tlie snni eontributc-d by liinn 

Any clarngo in Ibc' part nerslup irmsi Ix' notilic'd within s<*\en 
days bs tiling anol licr slatoinont . 

Xo ai’iangemc'ut under wliieh a. gcaicral partuia- hoiaanos a 
limited pai'tuer, oi* a limited pai'lnej- assigns his shaie,^is (»f 
au\' etfeet until notice of thi' cliange is*^ |Md)li*dicd in the 
Any pci'son may ins|)cct liio stat.emouts (ilod in tlio Register 
Ol'liec's o]i pa\ inejit of a, fee jiot c‘xi*ccding l.v. for ('acfi inspocdlon, 
or may I’oc'oixc a c-cm t ifieate of rc*gis( rat ion or ( c'riiliod copy or 
c-'xtracl, lor wliicli maxinmni fei's are (ixiMl liy stafntc'. 

limit! d partni'r must not take [)art in thi* iiuinagenHmt, 
and has no jiowei' to bind tlie (irm, but hi* uvay, by (umself 
or Ids agent Tat any |imc inspeet the l)ooks of' the tirm and 
^'xaruMU' into tlu* state an^l prospects of the b'usiness, and 
may Jfdvisi' with the ])art^u‘rs thenam. It, however, a 
limited partner taki's part in the inaiiagC'inent, he liecomes 
lial)le as though he wi«’e a genei-al jjartnrr. 

’ At I he Regist er OiVic'e iu hou(Tc>h, l )nt)liu or IviinbiirgVi, as 
t lie ease may .}»e. • t 

“ The London (htzrltc, Dublin Gazelle, c,»i' Edinburgh Gazelle. 
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Vkrnetal ])arln<‘is thus havr |)ra(:li(’ally fi/co liaiid lo 
coTiflucrt fhi\ husiiK’ss as they like without the iuterha’enei* 
of liuvited part iu-rs, j)rovi<ted tlu'v within t h(‘ t onus of 

tho deed of • j)a>tji(‘rshi}>. Sul)jeet. !o .any aoiHMUuetit, any 
dithaenee arishi^ as to ordinary nuxtters (‘oniK'cted with 
tlie partiKU'ship may he d(‘cid(al Ivy a inajoT ity of tlu' ^(‘neral 
partiuM’s ; a limited parliKM* may, with the consent of tlu' 
general part!i(MS, assign his slum*, and n|)on such assign- 
ment tlu' assignee l)eoonu\s a limited partnia- with all tlie 
rights of the assignoi' ; oi' a limited })artn(‘r may suffei” his 
shar(‘ to he ehargc'd for his separaU' d(d)t w ithont ('iitil ling 
the oth(T partners to dissolve tlu^ paTtn(‘Vshi[) : wfuaeas 
an assignuumt of a shax'e in an or’dinary part ivershi|) only 
(Mitith'- the assigiKM* to r(‘e(‘ive th(' shar<‘ of pyolits (or assets 
in ease of a dissolution) t() wlneh the assigning partner 
would oth('rwise Ix' entitled, without tju‘ right to intmfere 
in the business or inspex't the Ijooks. A newv ])artiiei- may 
he inti'odueed without, tlu‘ c^onsemt of th<A ('xisting lirnited 
|)artnei's, and a limited partma* is not entitled to dis,^i«olve 
tlie partnerslii]) by notice. Mon/over, a partnershij) is not 
dissolved l)y death oi* hankruptey of a litiiited partnia*, and 
the lunacy of a limited ]>artner is not a ground for dissolution 
hy the (•ourt unl(*ss the lunatic’s share (-annot otherwise' Ix' 
ascertaieuxL 

In the e\ent of fhe dfs.solution of a limited partfj‘('rship 
its alTairs are vvemnd up hy the' general ])artners, unh'ss the 
court otberwise orders. \pj)lication to thc‘ court to wind 
up a limited partneaship is made* lyy j)etition uruh'i' the 
Companies Acts, ami the provisions of those? Acts I’e'lating 
to the winding up of comj)anies by tin? court ap|>ly to thy 
winding uj) by the court of limited ])artncrships, as moditi(‘d 
hy the Limited Partnership (Winding-iu)) Pules of 

^ r;. 

Altlwjugh there are many limited pifrtneTshijxs ‘ on th(‘ 
(V)ntinent, eom])aratively few- •tirrns in this counti y fiave ' 
takr?n advantage of tJu‘ Limited Partneiship Aet, hecajlso 
tin? formation of a private com])any (see p. 17) entails hut 
little, more formality^ and ofhn\s grealc'r advantage's. All 
the members enjoy the j)rTv*ilege of limited liability, a?jid 

^ Kr. Socielt en coitDnhndUe simple. ( Jci*. Komriitniditen- 
(jcscllschaft. 
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tlio sliares, Avlictfa^r the holder take.s mi aerivc* part in fJie 
Jiianageniont or not, may f)e transferred witliowt interfering 
with th(‘. Jinajieial arrangements of the liusiness. On tlu^ 
other hand, tlu‘ unlimited liability of tlie general partners 
in a liniilA'd j)artn(‘rs}iip alTords additional seeiirity to 
creditors. 

Registration of Business Names Act, 1916. This Act 
was |)assc‘d dining tlie war of IDMdS in order to ])rev(4ut 
nndesirahh^ aliiais earrying on husin(.‘ss iTi this eountry from 
concealing tluarvidentity by trading umlei’ An assumed name. 

Every individual ov hrau liaving a plaei^ of Imsituss in 
tlu' Ihiited Kingdom nndivr a hnsini ss name whieJi does not 
consist ot*tlir: true names of the jiroprietor^ must b(‘ regis- 
tered within fourt(h*n days of eomnKmeiiig business. A 
vStatiunent is simt to th(‘ Reg-i.strar of Business Names in 
London, Edinburgh oi’ Dublin, as the case may Ik‘, and the 
Oi‘rfifieat(‘ of Registration received from him must; ho hung 
up in a (M)ns])icuous jilaee in the otllce. Moreover, evm’v 
individual and firm required by this Aid- to he tx^gisten'd 
must, in all trade (iatalogucs, trade cireiilars, shov' eaids and 
business letters, have mentioned t he true names, nationality, 
and nationality of origin, if not I^ritish, of evmy persop wlio 
is a ])ropri(>lor in the liusiness. * • 

A statemetit must also he til(Ml (a) liy any individual, 
lirm or corfMwation (see ]>. 11) carrying on busmess as 
nominee (jr triistix* for other eonem'ns, or as genia-al agent 
for foreign firms; (h) wheJiever a ehaugc is , made in. any 
pai-tieulars registered in res])eet of any firm or piuvson ; and 
(r) whemn'Or thi^ Hoard of Trade may require, it, 

Idle registration of Imsiness uarnivs is adcytional to any 
otluT requirements fegarding registration iindca* the limited 
' Rartgership Act or the C^mfianicvs Acts. 

f’oreign Interests in Companies. -Sjiecial requirmiients 
regarding foreign intorests in ineor])orated companies are 
contained in the (xiinpanhvs (Eoriagn .Interests) Act, 1917, 
and the (V)mpanies (Particulars •as to Directors) Act, .1*91 7. 

Companies. — A partnership, wdiellu^r general or limited, 
may not eon’sist of more than twenty persons, or if it is 
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(Migagod in l/aiikirig tlic nuinher is lirnitt'd to tfn. If 
jjorsoiis f/oni!)iii(‘ to oan-y on lousiness, tlM\y must hy law Ix'. 
reg is tercel as a Company. 

A company is an incorporated association of individnals 
wlio contributi* money or monev’s w«»rth to a C( minion 

• _ i. 

stock ajid emfiloy it in some trad(‘ or business, (‘ach contri- 
butor sharing the jirofit or loss arising tlioiidrom.” d’lie 
tot^al value contiibutcd is called tla^ capital of t!ie company, 
and is divided into shares. Eacli contributor is a member 
of the company, or, as he is commonly called, a shareholder. 

Su|)[u>s«’* a. (‘omj)any is lonncd io fak(5 over 
an already existing l)nsin«‘ss, or to ac<|uire ])a(iint vijjjlits with a 
A’iew to n»anul'a'*l iin‘, tlie viaidor or patenKn^ (as tliv^ (‘ase nuiy 
lx\) to b(' paid jiart ly in easli and juirtly in shanks, Uius Ijeeoining 
a inemlier of tlx' eornpany. Ilis <.‘ont rilint ion is not moiny, 
but money s worth,' eonsisting of the: assois of tlaj business, 
including goodwill, oj* tlie riglit to ns<! liis patent. That ])ai‘t 
of the iiurebase pi'iee which bo OMX'ivcs in cash (M.nnes out (jf 
the cunnnou stock pr'(>vid(*(l by tlic- other sliarcboldei’S. 

The sliaridiold(‘rs of a company arc given privilc^gos which 
are not (‘ii joyed by the partners of an miincoi‘]>orat(‘d firm, 
in ix“<p(‘ct to their liability, and the permamaiey and 
ti'ansforahility of their shares in thi‘ inidei'talving. 

'Tlie nHunhi'is of a partnership arc jointly liahhy and the 
extent of a general partner’s lialdlity is the full extent of 
tlic Ih'Tu’s dc-hts : hut tfic shareholders in a (.;ompaiiy an* 
not personalhj Uahk for the company’s obligations. A 

company is a corporate body- a legal [h'rsonality capable 

of proceeding , or being sued in its own rianu'. \ company 
is nev^r said fo be bankrupt ; but if it hamifit jiay its debts 
a[)plication may he made to th^ (\)urt to have it wolnid u[> 
and liquidated. Then, if the as*sets are insufli(;ieiit to pay 
creditors and tlie cost of li<| nidation, the liquidator rnakf s 
calls .upon the shareholders to (jontrilmte rateably according 
to the* value of the shares hold. 

A shareholder’s liability terminates altogetlilu’ one year 
after he has ceased to a member. 
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Tlif' ]i(jui(lat(>r enters the names of all 'jiersrms hahle to eT>n- 
trihntion on two Lists ealled A and B, th,e (irst n()nt ainiiii;' tla; 
names of i>rc.s<nil sha!-ehol(lers, and tin; see(Hjd tlios(^ of all 
jx.’i’sons who were hohh'r;.; nnlhlti a t/r./ir of tlR^ tii'st <Iav of lla*. 
w indin^^-nj). "rh(‘ laftta' are only lialile in th(' ev('nl. of tlje 
eali on List A oonli-il)utors l)einy; insunicient to m(‘(;t. all 
liahiliti(>s in fnll. 

Sliarebolders have no «anthority, as sueh, to 1)iri(l tin; 
eoinjainy io any eontract with third jud’Sons, nor have tlu'v 
any |)o\\er to tak(‘ part in the mana,i»\wnerit; of tbe ))usiness. 
All adniinistratix e |)()\V('r is vested in a Boiird of Direetors, 
w lin ar(‘ ('K'cted hy tli(‘ .sliarehold(‘rs, and must ol>tain 
(jualitjea.tK»ii ht taking at least oin^ shari'. in tlje eompany. 

The rights and [)f>\ ileges of the shareholders are defined in 
the eomj)ani(‘s a('ts and ii] tln‘ Ai ti(‘les of Association (p. 15). 
TIkw are entitled t(> att(‘nd and. vote at the nuadings of 
slioreholdei’s w fiieh ar(‘ Invld from tifne to t ime, and l)efore 
(sieh Ordinary Oeneral Meeting, whi(*h must, 1)(‘ land at 
least ()ne(^ a year, they receive a fh'port and Balatua^ ySh(a*t. 
d'he holders of not l(‘ss than one-tenth of tlie issued share 
c‘a])ita| ojjj the eoMipany, upon ^vhieh calls or oth(‘r#sunis 
then due hava^ been paid, may laMpiisitiori ’ the eonvaming 
of an extraordinary general mciding. • % 

A shanvhohh I* cannot obtain a r(dm‘n of his inomy 
during tlu', existence of the eoinj>any, and if Uhe sha?a*s are 
rv>t fully })aid-u]) he nmiains lial)](‘ for any calls, as ex- 
plained ahova*. Hliares Tiuiy, howa'ver. I>e trarisfer red, 
though thc^r transferenee may he restrieted^by the terms 

of tlu' Articles of Association. . * 

• # 

A c«)mpany may he woiuul up (a) voluntarily by resohn 
tion in gema’al meeting,- in wliieh east' a li({nidatoj- is 
appoitited (also in gencaad meeting) to (3jstribut(> the assets 
of th(‘ e,om])any. ( 'om|>anios may als(* l)e wound up (5.) f)y 
the court, or (e) subject to tin* supervision of the court. 

^ By § tif» of the ( V)iii|)anifss (("on.'^)lidatiou) Act, 1008. 

“ § 182 of the C()m panics (Consolidation) Act, 1008. 
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Wjnding up [)v tlK‘ court implies a comjudsory li(pu(la(i()U, 
Av li(‘^‘e tlic court, takes over the \vh<tle l>usiiiess of winding up, 
and appoint.) a !i({iiidat()r. Sucli a state of aifairs may l)e 
hrouglit about by insolveiKiy, or neg)(H.*t of tlu‘ company to 
])ay its debts, or* to mak(‘ any com])ifomise with its crediiors. 
Winding up subject to the super vision of tfie comt arises 
out of a voluntary liepiidation, but is not often resorteal to. 

J^^ormerly, tlie j)ri\ ilege of incorj)oration was gi’antcMl only 
to^peo])le who had suilieient influence to obtain a Royal 
Charter or tlu‘ passing <»f a s[)ecial Act of Parliament. Th(' 
haist India ( ■onij^any, tlie New' River Company, the^ Hud- 
son’s Bay Company and the Bank of England were among 
the most famous e)f tho.se inceu jioiaterl ii\ t[ie scw cnteerith 
century, and "he* Senith Sea (-eunpany, teamed in 1711 . 
enje)yed among either privileges the* sperdal protection of its 
inter'ests l)y the* British lle'ed. The* Royal Mail Sterim 
Racked. (\)., incorporated by Royal Charter; in 183h, has an 
authorizerl capital of £ 25 , 000 , 000 . 

In 1844 a statute* was made; by whicli inem-poration 
without tlui special autheu'ity e)f pa.]'liament or charter first 
became })ossil)lo. But sjiecial pe>wTrs were* still, and are to 
this day, necessary to the inerirporation of unoertakings 
of a public nature, such as railway, e^ajial, dock, gas, electric 
liglit and water companies, for reasons stated e)n ]>. 172 . 
'riurr rights and e)bUgations are* de*tine*el in tlicir e)W]i sj)ceral 
statutes, and in the Companies (Clauses) Act, 1845. 

The* law' regarding (r)nu>aui<\s not formeri by statute* or 
cbart(>r, after- liaving he*en niexlitierl ami built. u|) iu many 
statnlt;s leasseel siM(e> 1814, was ewmtyall\' codfjhd in the 
Conepaiiics ((tonsolielatiem) Ae;t, UH)8, to w'hic-.li tlij'(*e; moi-e* 
ce)in])anies aeds lja\ e* sine-e* been aeleie‘el, tbe w liole*! l>e'iiig now' 
knenvn as the ( ■omj>aniees Aeds, 10(18 to 1917. 

Limited Li ability*^- was first recognized by a statute passed 
in 1855. 

A Limited,LiaMUty, Company is ejne in which the mer.dxr s 
arc liable only to the exfent e)f the unpaid jxirtion (if any) of 
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the shares they h*)]cl, or tJio aiuoiint they guayantee to eonjri- 
biite. Jf shares arc* fully paid-up the holder cjanruit be 
called upon to pay any more ; but if, having Tiei'il allotted 
(say) KH) £0 shares.- a* member has paid wnly* £2 KKs. p(?r 
sliare, he is still lial)h‘ to the extent of £250. 

Incorporation.-- Ally sevam or more persons may, liy 
subscribing tlieir names to a Mem(»randum of Association 
and otherwise complying with the requirements in respect 
of regisi-ration, form an iiic()rporate(i,(Hnn|)any, with or 
without limit-eddialiility (tliat is to say) eithci* - 

(i) a company limibal liy shares ; or 
di) a company Jimited by guarantee ; or 
(jii) a*n nnlimibal com|>afiy. 

Unlimit('(l companies are net ('oimnon, and many wiiiclT wore 
iivigiriallv t'ernu'd as such have sinc.e been unincorporated with 
limited liabilit y. 

(A<^in|.)anies liinitcd liy guaranteo arc not i'orined for pinposes 
of protit, ])(‘caiise tJioy are not allowcrl t o dist ribute a di\'ideiid. 
.Mutual insvirance sociidics, trade associations, [lolitical and 
sjiorts <*|(il)s, (>tc., ai’(^ 4‘.()innionl\' r<'gisl«a‘('d in lliis category. 

'^rhe Memorandum of Association, in tilt' case, of a comnany 
limitcaj b^^ shares, must stat( 

(i) the nana^. of the company, will* " lainilT'd ’’ as the 
last A\ ()rd in its name ; 

(li) tlie situation of its r('gistcrcd oflicc ; 

(iii) it.s olTjeots ; 

(iv) tliat th<' liahility of the member.4 is limited ; and 

(v) iht: amount of sliaro cajiital \^'itll which tlie eompaiiy' 
()i'oposes to be o'gistorcd, and tiu; <li vision thereof 
into shares of a fixed amount. • 

No suhscTiilicr of the memorandum may tal^dt^ss than one 
share, and (‘atfi must write opposite to his name the lunnber 
of shur(\s he takes. 

Ifie meinorarulnm constitutes the “ charter ” of tlu> 
eompaiiy, defining a.^ it does its name and constitution, its 
olqccts, and the amount of (aypital it "will hr^ authorized to 
raise* The company lias no power to act iKiyonrl the [lowers 
contained in .the menioranrlum. 
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filing tho nmnioraiuluni tlu' prnnu tni's or solicifots 
of tlio proposed company sliould wiMte to tlie iT'gistrar to 
ascertain <t ha. tJic nanio nndor which ( hey desire it it) bo 
rt'.gistered is available, as two cxistiijg ('()]nf)ani<is must not 
be registcTcd wiui the same name, aiul (dyjection is raised to 
certain names if iIkjv are misleading or otlu'j'vvise nnd(‘sirable, 
d'he objects clause', is made as com})rehen^iv(.‘ os ])ossible, 
as it coTinot readily l>e alti'retl. ^riu' Act of 11)08 allows this 
claus(^ to be altei-ed in. certain respects, su})je<!t to the j)a,ssing 
of Ti s))e(a*al resolution and tlie sanction of t h(' e()ui‘t. 

The Articles of Ast^ociation are tlie riil(‘s governing the* 
intiTnal aiTairs of the conijiany, and detine inier alia tiu' 
])owers and duties of din'ctors, the proeedun' to he followed 
in calling and voting at nicetings, the issue, payment, 
ti’ansfer, forfeiture and conviTsion of shares, (d.c. A 
eonijjany limib'd by shanks is not e(nn|)ell(sl to tih* articles 
of asso(‘iation (unless it is a privati? (‘oinpany), and whei'c 
no ai’tieles are r<‘gistered tluA scln‘dul(‘ knowm as Table A 
appended to the A(d of 11)08 Ix'conu's the articl(‘s of tlie 
eonipany. 

'I’aldc* A is int<*nd('d to S(>rv<‘ as a. mo<]i‘l on wlrieli t he articles 
of a com].»any may be framed, w-ith sncIi modifications as may 
be d<>sirable to suit sj)e(rial r(npiir('nu:nts. S( actions 05 to lOS 
|)rov'i(h^ alter aiki tluit no divivlend shall t'xeeed the amount 
r('coinmended by tlio directors, nor be. |>aid otluM’wisj^ than out 
of prolit^s, iliat t hf‘. dii'cc^tois shall cause (rue accounts to l)e 
kej)l, and that a copy of tlie l)alanco slu'ot shall )>c sent, seven 
days previous to the mer'ting, to persons ontitlefl to iciMuxc 
noticres of gtaierai jraud.ings, together with a iTiport of t.ho 
directors as to die. state of th(^ company's atfairs, che amount 
whicli Mu'y recommend lo lie paid liy way of ilivitlcnd iuid 
the amount, if any, whicli they 'j:>ro|)os<^ to carry to a. reserve 
fuml. 

In addition t.o tlie Memorandum and Articles, various 
other forms -including a statement of the Nominal Capital — 
have to be ^ filed w ith the registrar. Tho StateiiuaT i>f 
Nominal C'apital must be imjiressod with an ad valorem 
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(liity of ii\'c slifllings |hm* £T00. Tlic ration fees, arc 

pr(\sc‘ril)cd in Table' R of the Act. 

If the re^gistrai- finds that the documents are in oi'dc'r lie 
will grant a Certificate of Incorporation, wliieh is usually 
fi*amed and hung in a conspicuous positions at the registered 
olliee' of thi^ eoinpa.n}^ A jn'ivate eonijiany may now 
eommenee' ])U8iness ; hut otlu'r eoin|)anies must first file 
a declaration tluit shan's payahle in cash hav(‘ l)e(‘n allotted 
to an ainount not le'ss than th<‘ '' minimum subscription 
Tiamed in the (* romper fn^i, and tliat elery dif‘(M‘tor has paid 
the iirojxu’ amr)unt due in cash on cacli of his share's. 

Tlie registra!' will tli<*n issiu' a Certificate; entitling’ the Company 
to coinmeiii*e business. 

Prospectus.- -Most large companies are financed by means 
of an iiudfation to the prd)li<* to take' shares, and for this 
j)urnos(' the jirornote'i's issue' a Pi'ospectus stating tiu' terms 
e)f issue, and gene'ral infeyrmation eoniyerning the l.uisiness 
which it is inte'ndcd to undertake', eii* purchase, or ('.\tend, 
as th(5 case may he'. In drawing np the' pros|)('<*tns the 
speeifie reeprirements of the Act must lie ( art'fully observed, 
as nvn-«(»>m|)liar\ce with some# .of them I'x post's ♦ those 
rest)onsil)le to heavy jie'nalties. Among other partieulars 
the ])rosp(‘etus state's the minimnm subscription far \^hich 
th(‘ elire'etoi’s will jiroeeed to allot shares. 'The pros])eetiis 
is usnally puhlishe'd in abridged fe>rm in the^« elaily papevrs, 
Teygethe'f* witli a form of apjtlieatieyn wliieh applictants for 
share's art; re-epiestt'd to fill in and send with tlieirclu'epies 
to the* coifipany's })ank(>rs, to the office eff the e-ompaiiy 
or its ])re)kers. 

^A pros|)('<a us is nut ahva>s iioc('ssai’\’. The capital of small 
c'om[)ani('s is siihscrihcd in many (‘ase>s*hy tJic paJ’tnea.s e)i’ 
assijciates of the? l)usine'ss from wliich tiic e;prn])any lias eautMge^d. 
Tlu'i’e' are* otfieiv companit's known as one’-man companies — 
wliicli are* almost cntire'ly corflntllcel hy one man, wtio lias 
suppheel jH’actically ak the capital, # aval • adinltte a few 
relatives, fricnels e)r cm})love>eAs, for the sole purpose of 



THE of r^0MMFR(TF 


J7 


iiu^1vi;)g Mp tiuitilxT of oiooihors I'OCjiiiroil for 

incoi^poral ioii^ 

On or l)ef()ro tli(^ dato of its puhlicyifion every prospendus 
must be filed for registration. A ebmpany wliicli does not 
issue a prospectus must not allot any of its shares or 
delK'ntures ii’nless lad'ore the first allot rni'nt a. statement in 
lieu of ProspectuH in Ili(' f«)rm !‘e(piir(‘d by tiir^ Act lias Ixs'ii 
with the registrar. •This otiiigation do('s not ap]>Iy, 
ho Wf'vei*, to a privale (.‘ompany. 

Share and Loan Capital, 'flu' cajiital snbseribed by the 
nuantxa’s of a eornpany is divided i'uto Siiari's of tixanl 
ainfuint.. aiul until tlie statutory deelarat ion*i*eferr'(‘d to on 
p. if) and tb? jvros] wH'tus or statement in lien \vher«' 
n(‘(‘(‘ssary- have hiMMi tiled, tlie eonijiany must not e\(‘n ise 
any horrowing powc'rs. Tlie public may be invited, 
however, in tin* same or another pros|)(‘f'tus, to snbaTitx' 
for shares and what are known as Debentires, which ar(' 
loans of fixed amoimt, for whidi the lend(‘r l•('eeiv('s a /iomi 
or (Jrrlifirnff stating the amount and tlK‘. tca-ms on which 
thc^ [<)jin is received l)v the t'oinpany. 

hdu' ditferenei' InHwaMM*! shares and debc'ni.ur<‘S or bonds 
is that ^he shaiadioiders are the eonpiaJiy, whereas tlie 
d(d)enture liolders arir creditors of tlu^ (*.om])any. If tlu' 
c*om[)any niakos a proiit, each si \ an ‘holder is, entithal to 
ri'.ceive hi.^ portifin tlieroof, called a Dividend, as agriM'd hi 
th(' tenns of issue and the art-ieles of association. If tlu^ 
company finde^ it necessary to raise additional ^noney by 
borrovang, and issues debentures, tbe •bond lioldtu’s must 
receiy(‘ interest on their money, ^vlK»*th(*r tluicompany juakos 
any profit <)r not. The mi'aniiTg of preference share;% 
and other categories of share and loan capital is oxjilainful 
on p. ol * • * 

A Private Company may tc^ister witli. a mininium of t\yo 
members, arid enjoys? certain privileges not given to other 
companies. 

M.'r. n 
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A juivate coiilpan y is ])r(>Iiibite(l, bowcvi-r,* from mal^tig 
any invitation to tbc ])ul)li(; to subscribe fpr sliar(ts or 
de])entiir('S in the company, and it must, by tlio terms of 
its articles of association, restrict tlio riglit to transfer its 
shares.’ Also, the number of Tnomi>ers *is r('strieted to 
fifty, c‘X(‘lusive of those who are, oi* w(Te whenlhfw hc^eanu' 
mombeis and hav(^ continued to l>e, em()loyee;s of the 
company. 

1"h(‘ |jrivil(‘g(‘s ar(‘ (1) redmdion of thi^minimiim uKunber- 
sliip to two ; (i2) exem])tioj) from tlu^ provisions of the A(!t 
a|)pliealh‘ to othia* <.*om panics as to statenunt in li(Mi ; 
{•]) permission tn start f)usiness on receipt of (‘c'rt ilieati' of 
ineor])()r-arion ; (4)^ exemption from the ^H’ovision that 
pn4(uen(*(^ shao' and dehenture. hohh'rs must have the sam(‘ 
right to rep('iv<‘ and insp(‘(‘i haJaiuu^ slauds and re,])orls as 
ordhiary shareliolders ; a.[id (d) exem})tiori from tvv<v oth('r 
])rovisions as to tiling a. slatiitory rej)()rt ■' and a " state* 
nuMit in th(‘ form of a balance slu*et .” 

Results of Company Formation. -41ie ia| )id doA idopimnl 
of business (aitcuprise which lias taken plac(‘ during f lu* Lisl 
luilf'Century is largely duo t.) rlu* inti’oduetion of the 
prineij4(' of limited iiability. The thnited eom|)any 
attracts capitalists wiio would lx* unwilling to risk tJieir 
rnoiKw as part!U*i‘s in an undei taking in whirl) they took no 
m tive pai't, and tin*, shai'e and loan capital of the various 
Un)it(*(l eomj)a^^K^s is issiu'd <mi b'rm.s whi<*h suit fh(^ rerpiire- 
imaits of all sorts of inv(\stors, from the most prudent to 
th(^ most speeulati .av Debentures and prefei’enee .shares 
inav" be almost as safe a.^' govaTnriu'nt loans, but they 
in/aruil)ly offer a highcn'’ rate of interest or dividend. 
Ordinary and defcaTcd shareholders inimr a greatei* risk, 
hut the possibility oi gain is unli)nite(J, and the spoKUilative 
investor who Imys shanks in an undertaking which ho believes 

■' It i.s suflicicaTt if tlu^ articles provdle'^'lhat the rlire’ctors may 
reftisc to stniclion n tr'finsfer witliout ussigfiing a reas(»n. 
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to bo prolitahlii iorosoos tlio [»ossihilitv tloit tlu' sul>scrj |>- 
tioii Hsts are closed he iriay be able to dis[)ose of his holding to 
vvouhl-be- sbarndiolders for nior(‘1lian the issiu' |)ric,c'. Wlien 
oiK^ considers* tli(* gn'.at Iviishu'ss uiuK-rta'kings of tlu^ |)i‘es(ad 
day, the iinportance of capital to the econonncal working 
of co!ntnerce-('an nsidily be understood. The dcj)artfja‘TLtMl 
store's, innlti])le shops and large whoh'sah', busiru^sse's are 
abj^f' t(» exist l)ecaiis(' the;^-^ liave' tlie nu'ans to lU'goiiate a 
larger turnov('i‘, to •buy in hirge^ (juantiiies and ilua-efor*' 
cheaply, and to ea'gafiize tlu^ work of tlu'ii’, staff in such a. 
way that each inenda'r gives full value' for tlu^ salary he' is 
paid, whik' (he work is so a]»|»o]‘t ioncMl as lo^l<(‘('p ('ach one 
occa])ied iii doi«g tlu' task for winch In' is best suit'd, TIu' 
('e)nipany proinotc'r can always raise nifjtu'y for an unde'?’- 
taking of undoubtv'd adva.ntag<‘, and ijivestoi’s ai'i‘ ofleai 
indue'ed (o ])i‘ovide. ca])ital to exploit ('ntirely newv id(‘as* as 
('xain))lcs of \\hi(‘h may la' nu'iitioried flu' first railway, 
motor dms ami aeroplane* e'ompariic's, and tlu' ('fiajui<*l 
d'lmnel. Anotlu'r <‘fh‘et of tin* growth of limited eomj)anies 
has been an ('nor inous e'xtt‘irsion of sfoek (‘xe bange de alitjg, 
and flu* (U'eaition of an arfny of sloekbre>k('rSj pfonfolers, 
midt'i’w riters and financial house's all ovc‘r Hie world, 
w’lio^deiTvt' most of their pie^fit fi’om buying and selling 
eominere'ial anil industrial seciuitii's foi* Ma-ir t*li(*njs, and 
fleiating or pi1»viding capital for f»romising eomjianies. 

Competition and Coalition, dhere is an incicasing 
tendem^V' among scjiarate bnsin(\ss units engaged in the 
same or allied ft’adi'S to join forees liy thg formation of trade 
associations itnd trusts, with yK'.otiject of strengtlK'fiing 
tiiomscives and eliminating cou 4 j>etition. The puhlie* ajt' 
apt to denounce any sort of “ eeunliim^ as a deviee to 
('xploit the consumer. Ac'tual facts, howc'vcr, as n'flccted 
Ty statistics of prices, do n|)k sufiport tins aciaisation, and 
the economi;^^t, «n Wiosc judgmi'iit liguri's slijouid dxc'rt 
more inf1ueiu*e tlian feelnigs, I'egards this tcndeiK-y as the 
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niitural and lil-alRiy <l(>ve.]npnn‘nl. of <«*g.anizcd social 
activity, in which tlie ]n*invitivc law of supply^ and dethand 
tonds t^) ]>c and is cvinitually suf)pJant(Ml hy control and 
00- operation. ' ' * 

Tln^ principh' foians of coalition or *cond)ination of 
hiisincss units may l>c divided into two .L»rou])s, viz. (^V) the 
P)‘oduc(‘i‘s’ or Seller.s’ Association, hnown in Oernniny by 
the name of Karfrll or Cartel •/, and {/>) the Tnest. "J'hc 
diherence Ix'tAvaaai tlu* two ^?‘(»nps li?s iri the (hvareo of 
indt^})endenc.e v liich (‘acli ])articulaT form of coalition allows 
its mcanbcr.s to rrdnin, and may ))c ap|>r('ciated liest by 
('onsnltinir llu' f(»!lo\\ ini»; elassilieat ion of fun('ti(u)s : 

<■ 

t)n.)C('T.s ANo Mj'VrnoD.s oe (,V>Ai;i'rioN. 

n 


( ' VKTML 


'I'acs'r 
Foh)i. ♦ 


I. 

*> 

4 . 

a. 

. (). 

10. 
1 1 b 


StaiHlardizatinii <»!' (Vvudiiions of Salr\ 

Standard (trading of (,)uali(ios. 
r{(.'gulat ion of Alinimmn Ri ieos. 

Division of Clientele. 

Selling tliroiigti ( Vntral Syndicates 
Restriction of Ontpnt. 

Pooling of iM’oliis or N<.4. Rc^ciMpts. 

( ‘(rnvinmiity of Inteaesis by |)nr< haso of sliares. 

,, ,, })y ('Ncliange of^liare's. 

A)>soj‘ptio.n. * ■■ ^ 

A malirai nation. 


The line of d<‘mareation botwesat th(‘ eaite'l and’ the^rnst 
form of coalition aedually falls at tlu? point wlnae the 
j)arties agree' as to |»rotits. Raeh member of a cartel is free 
to iiiake as mueh |>roiit as be' likes ; but in a trust profits 
ant ajj]>ortion(‘(l among the members aeexjrding to a ])re- 
an’anged |)lan, and in the closest form e>f trust the niembers 
h)se thc'ir iiulivieluality - altogethe!*, and eonlinue Itusiness 
under one martagement. ' 


"I’hc trade asscKuations attached to the various produce 
exchanges may he c'lassed as cartels having for their olvject 
tlu^ standardization of term?) v>f eontr*act and grading of 
qualities. . Such standardization heii cfits' not only sellers, 

‘ Ae*e*e)rrling t e) P)r. Sediar, in /;/aadc7.s4>r/r/e7),y/c//7*c, T. 
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iMii huyers ohs ialing a jj;r(‘at (k'al useless (ja.i’^ain- 

iii^, 'JaMrigiMf.*; a!)o\il a bel ter understaiuline: l)etu( en buyers 
rfiul selk^Vs, aiid laeilitating the work (if arfiitrators iu easi; 
of dis|)ute. . , • . 

lu assoeiatious of inamifaetui'ers* tlu* slaridardizat iou of 
(juaJity is rarely possibky but (‘xaiu pies of i( niay be se('u 
in tlu‘ iron arnl st(M‘] irad(‘S (p. 40S). 1,’erius of payuKud, 
diseounts and allovs ;inees, time of d(‘liv(‘ry, packing charges, 
et(‘., are usually the tirst (jiK^stion on which such associations 
S(‘f*k an understanding, find flue next st(‘p is the lixation 
of juiniinurn prices. IJnfortunately vvIkm'c* business is 
scarce it is usually ditfieult t.o k(‘ep (he ineml)ers of a |)ri(S‘ 
(airtel to their agreeincntj for there ar(‘ many ways of 
lnnaking tlu* sjhiat of tlie law in siudi a matter witliout 
ojK'nly bi'caking tlie letter thia'cof. .Association prices 
may })c [lut <ai itivajicc'S and statements, and fhe buyer 
giva.Mi a s(aa'et r(‘bate or some advaufagx^ iu ilu" way of 
(juality. A furth<‘r step Inwards uihty is the agreiMmait 
wh(U‘el)y each in(‘m[)er engag(‘s to alistaiji from canvasjsing 
or dealing with tin; customers (jf liis (ui-mem tiers. 
writer, wlio lias been a mendier of a manufaxd ur(M\s‘ c arb*];' 
has found in })ractic(.‘ tliat this form of ag!*(‘(anent is tlu' 
loosest knot that it is povSsibU‘ to tie l)etw(*en. eomjHting 
Jirms. Some cartels liavc adopted th(‘ eourse of allottii'ig 
to (^;teli mcanber a eerhiin selling ItuTitory, (a**jiaiJU‘l of 
customers^ and s(‘cunng their adhesion to the agrc'emeJit 
by i:ieaiiks of a deposit.^ 

(AuitT-al Selling Organizations or Syndicates aic; a far 
more eompkite and ])ermanent means of eliminating 
competition.* Tlui syndicate is usually constituted as a 
limitt‘d company or as a co-operative soeiot y, and profit?^ 
are divkled among its inendiers in proportion to tlie v;du(‘ 
of goods d(‘ii\ieied liy each/' 'hhe (German eoaj, iron and 
])otash syjidicates arc the grx^atest oi^ganizations of this 
kind ill tlu^ world, and the eo-c^pevative prodiK*ers' soeteik's^ 
sot up hy the farmers of DfArmuirk, flolland, Ca^iada, 

^ SociHe deti FabricanLs de Ii.c^:isorbs‘. 

^ This wais done by y. cartel of Swi.ss liftwvers in 1007, Imt was 
aboli.sjicd iu 1911 because*, tf^e ^oytorm/carif were so detenuined 
to he fi'(H‘ to chopse their sup[)liers tliat they siT up bi'( 2 W la-ics 
of tlieir own! • * 

^ See Princlplen atvi Practu:e oj p. 27. 
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and Nrw Zoaland fulfil a slniiiar ul>j(a't in* the (loiiiaiif of 
[u’oduec dealing. The (jiiestion of prict', and tjie qLianfitie.s 
wliieh eaeli uu'inla.'r niay dispose of, is luonA (‘asily settled in 
the t'ase of produce than nuinufaetm(‘d goods. • A syndicah', 
of nuinufaet urcrs must eventually ('opc^ ''jitli fli<‘ qu(\stioM 
of ov<M -produei ion, and restrict tlie output of each rnenilMH* 
lo a (‘ontingent ’ of siurh aniount that each' may have a 
fair sluu'e of tlu' market. 

The Pool dillers fiom the syndicate in tiiat it aiiportions 
(he /n-o/i7,s' deri\a'd from joint tradilig, whereas tlu' syndicate 
af)portions tlu^ j)r<K('eds of sake An^(‘\ain pl(‘ of tluA pool 
may l)(‘ found dn tlie iriterworking of competing liru'S of 
railway (p. It)!) where* the net r(‘e(‘i|»ts ar<‘ apjMudiomai 
tMpiitahly ananig tla^ comp(*rmg eompani(*s, regard Ixang 
had to the amount each has c-ontributed to tjie joint servi(*e 
in working (‘\p(Mis('y 

Th<' original form of Americari taaist. from which tlienaMu^ 
is dcriva'd, consisted of a cojdition (»1 lirms or «'ompani('S 
wh(v made over tlu'ir (mtirc* undertakings to a grouj) of 
persons appointed as Trustees, from wliom they n'cc'ivod 
'Trust ( ei’l itieates. ^ecnring tlu^ir agT(‘(Ml sinuv in the [)rotit,s. 
'Tlie Aiueriean Anti-'Tmst Acts have [uit a stop to this 
berm of eomhination, and it has bee*!! universally siiperstMleal 
by the Modern Trust, wliieli is brouglit about l>y t he juireluise 
or exehaiyg( ^ of shar(‘s. ‘ * 

A |)ai t ial t rust or community of interests arises vvlua’c one 
eompany gains a certain amount of cont rol in anbtluA by 
pui'cliasing some* of its shan's, either in the oj)en marked, 
or l>y su l>se]’i])tioii to a new issue. A (‘loser univn is achievved 
(\y (‘acli company increasing its sliare capital, and issuing 
tlu^ new sliarcs by arrangfunent in exchange for shares in 
the otiuT eom|)any oi- com])anies, 

A eomjdVde fusion is efbade^d by abs<jrpti(fn or by amal- 
gamation. Absorption uu'aus tlie purcliasi; by oim' com- 
|)any^ of the undertaking of another or others (known 
as The .'^uhMiarif cofiipan kA), in return for jiayment in cash 
or in shares of the absorbing coni|)any. Amalgamation 
bears tlu^ closest resumblance to tlie original foiin of trust, 
as tlui ('-ompanies interested^ (knoAvii as the amHiiiient 
co\)ij)finieH) unite to form am^f-her company (known as the 
(tm(iigaviaU^^^^ convpavi/): Kach one "of the ' constituent 
com})anie.s seils its undertaking in reluni for siuires in the 
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(;om|)Miiy. 'The (‘onsiitiKMiU ('(jinpiiiiic’s (‘on- 
tiniu^ to ('xist 80 long as iiiay be iJtM-essarv to eomplete tin* 
aniMlganKitidn, afti'r wliif'li tliey an‘ wound U|) and e(‘as(' to 
(‘\ist (,se(‘ ]). n)(>). , 

In any 8(U‘t bt trade assoeiatioo ot liaist, the uniting 
parties may have' to eontc'nd w ith the eomjx't it ion of 
Outsiflers, w ho are not lotli to wage guerilhi warfare^ against 
their pTolits and |Mineiples. Both cartels and traists seek 
to j)!'oteet thenrse[v(‘s against tlie invasion of })riee cutting 
e(«.n])etitors })y e-xten(lir*g tlnnr mmilications in a vertical 
as well as a horizoxMai riireetion ; that is to say they seek 
to (unlyrace siipplier^f and consumers as well as com[)etit;ors 
in tli(' same eomhine.” So foi‘ instaaieo a cartel of spring 
manufac*tur(‘rs may seek to r‘oerec outshh'rs to (mter the 
ring l)y admitting all th(‘ suppli(‘rs of lamii^ited sl('('l, and 
giving them t(f nmhastand that if they supply anf outsiders 
they do so at the cost of losing all tiK'ir other customers. 
Tlu' iron and stervl trusts of this (ountry and in Anu*riea 
are the greatest examj»l(‘s of v(^i tioal ex{)ansion in Mu; w^orld 
(see }). 4(18). 44ie great com bines in (‘oal and iron, rfieat, 
j)a}>(n‘, })etrol(Mim, soap, M'xtiles and t()l>aeeo ha ve all lii'ought 
about an expansion upwards and dowiiwar’ds as u'ell as 
horizontally, and no large eiLterivrise eontines itself to oiu; 
single stage of prodnetiou or distribut iorn (Jn the ( Vmtlnent 
tlu; ♦t' trust ’’ oi* linance banks (|). Ill) a]‘(‘ aiijmyortant 
factor in trust foruiation. 


I’kxniuisn 1. 

1 . iiow' woiihi ysMi < li.stiuguisli betwec'n ((< j ldo(hu;t ion, 

{h) Disti'iliiitiou, (c) Adjuinistrat ion V (Jivt; leasuns ixa* your 
ai Lswxa-. ( 8 . A. tpc. J >. ) 

2 . (i) flow" dues an e/xtraeti\o industry ditter frojn a 

eoiLstruetive lydustry Y ^ 

(ii) Under w4iat lieadings would yoi\s classify eaeli of Mu; 
following occupations ? (a) (Joal mining, (b) lislua-ieif;, (c) 

tciiching, {(/) ijisui’anc.c, {e) banlvi.ng*i {/) accounting. * 

3. {(i) Jh.)W" would yon distniguish between I ndust 

and ('Ommorce ” ? (8.A,t]jc.] I .) 

{b) How' w ould you sulx.li vide ‘‘ (Joinpicrce ’ ? (S,x\.tpc.l 1 1 .) 

4. (a) What art; (lie futu;ti<ais of the KfUre,prc)i(yur ? 

(b)* VV^ouLd you include Mu* cnfrepreNCiir uiutcv t he lu'atiiiig 
of “ Capilat ’ oi* “ fail^our,” or a.s* a. separato .class Y Chvc 
reasons for your aivswcr. , (8. A. tpc. 111.) 
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5. Describe oil litT (a) tlie uHk t; orpiiii/jil foji ol a inajiu- 

iachiriiig businoiss,^ or (/_>) lliroo priiH‘i])al 1\vj-jVi.s of biisjiu'ss 
orgaoi/>at ion ol iua- (luvo t Ik* ,s<)Jo Iradt i-. ^ T . 1 j.fM [>( .4. j 

6. Di all. a (ai riilai* 1 1 * bo i.-'suorl (u liis oiisinmors b\ Mr. 

llaiTv ('okoiuaii, I i’o»niK>,iigt'i', SIu't'WNbiUN', id! il‘‘\ ing romoval 
lo !argx‘j' I )ioirii.''Or^ at 100 Migb Stro('t, ainl t,ba( Ik* Iia,s takoii 
bis obioJ’ sab'sinaii, Mr. Roix'rt Pri<‘e, info ]);iLtiiorsbi]) ; tla^ 
oaiiK' of tlu' lii-m in fotnro will bo (^)b'iiian and -Prior*. Sla,t(^ 
tliai a lai g<^ ara l \ ariod stock is on view , afid invite orders riial 
i IK 1 1 1 i l ies. “ ( 1 7. jL.i.ee. 1 nt. ) 

7. 'I'o w hat (‘xient is a goiK*ral jkvrtnva* liable tor his iinlts 

<lebts ? AikI liow' (to his aet icars in. tiio J>artn(a'slhp l.>nsiness 
affect Ills co-parjners V * 

8. W hat do yon uiulorstaiul by a I )eod of I\n t iu*ishi|) ? 
IMention soiiu^ eontlitions which yon ilhnk sn(‘]i a. deed ought 
t o contain. Is ri (OhmI nee<:*ssary V 

9. State briefly tlv) ol>j<x'ts of tlioTh.isiness Nariios Act. l!)l(). 

10. Wlurt is a limited, part neJ'shi j) V WIk'O is this form of 

eojiibiniit ion pref('rable to (a) a.n ordinary [)artnoiship, (1)} a 
liniil^ed coinpany ? (S. A.tpc. I ! L) 

11. .Delhu^ a ( ’om[)an\ fOid statr- bri<.dly the privileges, 
rights and, obligations of sharehoJ< tors of a c-ompanv, as distni- 
gnislied from those of niembers of a partnersliip. 

12. fOx|>laiij : (i) .Rt);sal (..*Jiai*t(‘L‘ eomj)any, (ii) statnt<.)ry 

oom|)any, (iii) limited company, (ivd Jiujinorandnm of as.^oeia- 
tion, (vt) aliieles of association. ^ ’ 

13. In what respects ilo private and puljlitj coJn[)a.nios ditfer V 

(C.TS.fnt.) 

14. What ad\ antagt‘S may an old-estabJisticd t i'adcr liopt* tn 

d(;ri\'e from converting his bnsiness into a private aanipany, and 
\v;,hat arc tin' attending disadvantages ? (8. A.ti>c.lII.) 

15. What arc^ tfie general results of tla^ tendency of business 

<'ntt*rprise t(j be* conducted to an inorca.sing extent by limited 
coinpanies ?' ^ ^ (8. A.tpc. II.) 

16. Ex})laiii tlic meaning, of d/) t »*a<le assoeialidn, (b) eartid, 
(c) trust ; and discuss tiic (>i>Jccts and nu't boils adopted by t^acli. 

^ 8ee I^rinciples and Fraciice of /b/*byexvs, ciiap. xiii. 

‘ Write at tbe foot of'tbo letter ; “ Mr., .Pri(.*tj will sign . . 
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Origin of Stockbroking. It wiis jli<‘ (\stMl>li;si!nii«*n( of tho 
Naliojial Debt it*: the leign of William III. tfval; ga\e Irirtli 
(o the. I)usita%s of Stockhroking in thigiaud. It had heiMi 
f lu* ensiom of English kings to hori'ow on tlnvir own Sf'ein’itv, 
and Parliament iiad often been ask(‘d to ])av their dehV.s. 
The war against liouis XJV. of Erajiee, which lasted fi'oin 
IbSt) to l()97, was so ('ostly that it was irnpossibk^ to raise 
siitlirvient money by taxatioin and the deheieney eoiild 
not fjave been met )>y l)oiTowing witliout substaidial 
guaranVees. In Iblk], wlnai the d(‘liei(‘ney amounted to 
(o er tldkH),<)00 sttaling, a bold and original tinaneii'i; 
JiaiiK'd (diaijes Montagu devised a k»an to t»e rais(‘d, not 
t)n the s(’eurity of tlu' king, l)ut on that of tlie nation, and 
for that reason known ever after as the nucleus of the 
National Debt. 9'he loan was tak('ii up at oni*e, and weleonuMl 
by (dty men wlio in those days had little oj)j)(jrtymity of 
kuiding money on good security, lu U*l)4 the I3ank of 
vEngland was established, in wluise hands the negotiation 
of all future loans was plae(al. The avIioIc' f)f the eapitak 
was raised by pid5lie subscription as a loan to tlie 
government, for whlcli the subscribers J(‘eeived tluvir 
cjharter \ii addition to iiitercsk •- William Hi. was of .Dutch ^ 
origin, and in* adapting the plan oT a national loati lie 
followed the example of ins ancevstors, who were exfiert 
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liiiaticiors. At coiKAlusioii of the IVaw (Af IvysT/iek 

th(‘ natioiutl debt had inereased to 14.1 n)i]li(;Ms stcililvii, <d‘ 
A\ hich a lai’ge part wijs la-ld by tJie Duti'h. dlaM’e was still 
a revcHUie dclicitaiey of 5 tnillions, and ihore d(d,)t liad to 
Ih* iais(al. At tlu^ prescait time the iiati<Aial debt amounts 
to ri(‘arly t:S.lMK>,00(),()d0.^ 

Mdie goverinuent debt beeanu^ kiYowii as tlu^ Stocks oi* 
Funds, and wfum towards tlie end ':.‘f 14)1)3 the total anioupted 
to about 5 millions, buyers and selhu's^lxygan to nu‘et. at tlu^ 
Koval Exchange (p. 121)). Dcaijings were mainly foi' tlie 
aeca)md of foreigners, the first stockbrokers, or [U’otVssioual 
dealei's, l)ein>; agimts for l)\iteh inv(>stors. The })rok(‘r was 

useful t?) his l^ondon (‘bents, because he w».is in toueti with 

♦ 

the mark(‘t, and* un(l(M*stoo<l th(‘ formalitu's of transfer. 
44ie introduel ion tjy tlu^ l)ut(th of buying for tim(','’ 
int‘aning for transfer and paynuMit at sonu.*- future tiuu^, 
gave a!J impetus to speculative^ dealiiig. From th(‘S(.i 
lYegimtmgs aros(5 th(^ custom of brokm*s to <‘ontract 
with (‘ach other without. d(X‘laring for wlioni tlnyy 
acted, and ('veutually to deal for their own account, as 
jol)bers.” 

IhjsiiK’ss r;)pidly eN(end<'d 1u deuJijigs jn hu t'igu .^^o\ ef.inu’iit 
stoi'Us, uiid (he. stiaros of joint s(o<‘l^ companies, of which the 
hrst WHS ( lie l‘eisl India. tAvmpanv , which wi^^ (‘slabi islu < 1 l)y 
a cliartcr of h)ne('M t^ji/.alxuh in lt»UO, but «lid not beconu^ 
jjrorniiLciit until near the ('u<l of tla; seventecnlfi century. 
44»e iliulstu) I5ay (Vanpajiy, whicl) was incor})oialiHl by roval 
cjiarter in l()70, and the Ibink of thigland, ai‘e<he only survivejrs 
among tlicsc early joint -si oc.k c.om))atnos, and their stiares 
ary exhaisiv el y dealt in* to'^lliis <lay. In lODS the Fast India 
*1.4)1 n()an.y advanced mon^y to t he ( lovernnaMd in red urn for 
a inono[)oly of trade vvitii .India, as a (•ons(K|neii<*.e of which a 
new Fast India (^nipaiiy was fotined, which endured until 
1S57, wiuai Qootvii Victoria w-as inadc l^anpi‘(‘ss of India. 

Dec. ?il. It) ID, i;7/.)0S, 0004)00.* 

Alar. :n, 1020, .1:7,0544)00,000. 
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Ivoyal was not; long avaTlabb^ for stock 

(iealing, b»r tU(‘ nKM'chant s oljj^'cbMl to tlie in\ asion of Huvir 
Icrrit-ory, and in 1700 flic ( orporaliorj cofnplaiiK'd that tlic 
ol)j(ads of tlic t)ui]diiig wi'vo lading Mivci-tcd to a piiriM>s (2 
for ^vhi('h it had n'ot l»(‘cn iiifciuTod. For oxer s('VcMty vaavrs 
th(' brokers had no building of tlu'ir oxvn, lait asscnd)lcd in 
the streets and collet' houses in the n(‘ig]d>ourhood of 
(luv^ge Alley. ^ 

TIk' lirst .stock exclavnge l)0()in. ^ was bT'ought al)()ut. I>_v 
sp(.‘('ulatioii, ill tile shares of the Soutli Sea Conipaiiy, wliicli 
was fui'iru'd in 1711, and carried on a prosjx’i'ons trade with 
('(Mitral and Soutli .VuMaica, including llio bi'inging of slave's 
fi'om the coast Africa to Jamaica. Tlie company was so 
successful that its luomolers conceived a. plan for its aggran- 
disemont liy «)(T(M‘ing tinaTieial assistance to tlie ( tov'ej’nment on 
a scale far greatc'r than that attemjited l»v' the Ikink of Fiigland 
oi' the tkist India Coinjiany, in return for a, monopoly of tnfde 
with Die Soutli S<.*as. A bill was pres('nte<l. In .l?arliaiuc!nt hu; 
taking over I h(' whoK'- of the' Nbitional Debt, Dk'U amounting 
to ni*arly J 1 millions, at a lowi'r rate of inti'O'st than the v arious 
rates at whieli the loans had been issui'd, and in adilition the 
compa^'v' ol'fered to t>ay a sum of t7, (>()(!, (KK) at on.(.*e to tin; 
(h) verm neat. 

The |)i-oj(M‘t was of great advantage to the Stale', and was 
nudoihite'dly a sound businr'ss de'al i’oi* tlie; eompa/ny. Alroaely 
the Stall; had provided a speu'ia.t forc.i' for the- prole'iaion ot 
th(; comjiany ala'oad, arul as Die; ( 'Inuicellor of t lu' hjxe'lu't juer 
and uDier notable men vvei'o among its directors, tin; liill 
was ].)ass(;d w'ithout ditliculty. d’he vndne of IIk.* stocic 
rose; by leaps and bounds, and aeklitioual caiiital was raised 
at a lieavy preiViium. At the height of the boom' a, s much 
as £1,200 was offered for £100 of sto(;k, arul large; fortunes 
vveo’e made.; by speM.'ulators, one^^ ejf’ wlioni, Thomas ( hiy, 
won half a niillioii .st(;rling, witir wdiich he fejuuded Guy's 
Hospital. 

J.Tiis uii]a*oeed(uitoir hooiVi became ind-re;etly the cause of 
Die; ruin of the erite;a‘[)iist;, aiid^of many ]iinidr(;ds of people; 
w ho liaei bought slu|res in it, for it fostered a mania for .sjieeula-’ 
tiem and letl t(‘) the creation of a nuintjer of be»gus companiixs 
by swoiidlers, whose action brought about a depression as 
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(_;om|>lcjc as <Ihi r'iitljusiasiii tliai had ))er?i 's]h>v\i)i )’(M‘*th(> 

ln'ilhani pioj^cl of (ho Souih Sea. ( umpan y. ( pui))aiii(’*' woi'o 
(loaird on Du* loost simsoloss ])i'olrxls, sucli as '' injpoi ting 
jarkassi's fnan S|>i.ihi,'* a of j)or(>('l^ial onoi ion, au 

aij' pump foi‘ flto I )ra in.'' and ntliois. Ojju was Cidlod "A 
C'ompany to cari’v on an loaioriakin^^ of (d'(;al. Adxfmtaj^o, hut. 
Nol)od\ to luiow W hat it is. ’ Inv^'slors proiniscnl a 

yearly iiic-omo of £100 for evei'v £2 dc'posiled. The promoter 
opeiM (1 an oliice', in (\)rjjhill, arpi fled the same flay after 
lAM'oivine £;4.tt00 in deposits. Tla? J^oulh JSc'a. (Jomj)aiyy 
proseented sevoaal of tliesci swindle^ eom}jani(vs, hut were 
unaldf' to elieek the ]}anie whicli ensued. Altliough tlu'. 
.Hauls of l£nglan<l <‘.a.me to the eonipanv's assist;an<'e, the 
slot'ls fell to^lK'low loo, eausing tlie ruin of hnudri'ds of 
|)eo|>h'. •'!riie ruined eompanass lK*eana- knov^n as l)ul>hles,'’ 
and the Soutli hVpa. t’otupajiy was called the South Sea 
Jhd>hh?. 

Tire title of St<)(‘k hjxehangr* was lirst a[)])lied to New 
doiiatitaids e()lfe(^ jionste The assocaatioii was nnmagtxl 
hy a eoininittoe, and su[)])orted lyy voJnntary .sul)sei'i])tioiis. 
In 1773 it renioN ed to premises of its own at tlie corner of 
Idireadnec'dle Street and Sweeting’s AU(‘Y. 13ie siU; in 
('a])el kourt, \vher(‘ tl»c IjoiuIoiv Stock khxeliangt^ now stands, 
was |)urcliased in l<8d2, when it w as well organized, anel for 
tin? first time non-niemhers werc^ exeliKhak The memher- 
shi[> th(‘o niimbfvred htJO, 

Marketable Securities,- -Any sitare in a public loan or 
joint-stoelv eomptiiiy may Ix' ealksl a “ markc^table s(>eu- 
rity,” but not all marketable securities art‘ bougtit and sokl 
on the Ijondon Si'ock Exchange, and many securities are 
dealt in on one ex(diai>ge •M.nd not on another. A share in 
a priv^ate company, though it niay be sold juivab'ly, is not 
a marketable s(?(iurity, because such* shares must not l)c 
olTered for puldie f>ub.seription, their ’transfe!eii(?e must bo 
jLestricted by the artieies oi &,ssoeiation, and tin? ♦number 
of share-holders is lirmtcd. ^ * * • 

Current '{uices of all the principal marketable securities 
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are»(|U()tc‘d in o\*fory (iaily newspaper of inpTortanec'. OOiev 
TMay T)e elassified as follows : 

b'linds atal ( { uaranli't'd Stoeks. 

I Cin-porat i(ai and '( -onjil y Sroc'ks. 

( 'ol li a 1 ( J o ve 1 • t u 1 1 on 1 . S t ( k • ks . 

I rKlian and Colnnial (a)i j)Oj a1 ii)n SI neks, 
knrcvigii ( {overnnKMii- Ikaids. 

Municipal Hojuls. 

Home Kails (/.e. J.>ritish Railway Seenrities). 
Indian an»l Ci*)l»>nial Kails, 

Ameriefm Kails. 

Eor(‘ign ^ails. 

( ■oniMiere.ial and Indus! rial So.enri ( i(^s, 

British Government Securities nuiy he di \ i(J.ed into three' 
classes : Odie Fumied Dehl. u liiedi is nf)t renks'inaWe' (‘\( (“j)t 
at the ()|)tion of tlie (loverninent, and.M’nclndx's tln^ two- 
and-adialf jeer cent. (dnsolidateMl Stoedc of tlie Cnited 
Kingdemi know ?) as “ Consols,’' tlu^ think of Hngland stock 
and Bank of Ireland stock. O.’he Vnfaiidad DrJd eonsfst.s 
of loans which have lieen is>ued on tl)e condition that th(‘V 
w ill f)(^ redeenned at a certain future' date ; l>y fai* tlx^ 
greatest loans })ele)ng to this eategorv, rj/. the »kCo War 
Loan 1925 - 8 , War Loan 1 025 ’ 45 / 5 'X, War Loans 

T 920 '"J 7 , 4 ‘Xj net War lioans 1020 - 42 , Blinding T>oark 
Viedory Bonds, aiiel Exck'equer Boiitls. O'liei Flodfruf/' J>ebl 
consi.sts e)f Covea'innent bojTowings for the sheadest teiivis 
- sat fe'B one year or le'ss and eemsists mainly eif Treasury 
Bills anel mone y heirrowed freim the' Kaidv ed iMigla-nd e>n 
Ways and Mpans Aeeount. 44 ie‘ differe'iice he^tw^am Bx- 
(die'epicr Be>nels and Troa.sury Kills is simply that the first, 
are' fjonds entitling the Inddi'r to inte'reist and i('.)iayment 
of tlui principal lent within a speeilic.d time, whereas 
'^rreasury Kills are bills wdrieh ai'i*, issued* by the 
Lrciasury, i.e, they liear no intt'rest, but are issued foi‘ public 
subscrifition at a discount. " 

Foreign Currency and Sterling Bonds. - Foreign publii' 
loans and eaimpaiW^ debentures (known in- tlie Unit(>ei 
States as bonels are usually (vxpix'ifsf'el in the currency 
of the country from \Vhich thc^y arc issiu'd, and tlu^ Kritish 
investor must take the risk'* of loss on oxcliange wlieo 
intenxst or fedeniptiftn . of the bonds falls due. Some 
foreign bonds issued in this country are expresseil, however, 
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in stxMling, or iiT ciiiTonoy at a fixed rat(> GUoxeliaiigc. iriie 
l)ond8 of th(‘ Ainoi'iean llailroad ( ’oinpanifxs and *8oino 
foj'iagn Gov(‘rnnieiifs are |)aya])]e, both a>s to^p^'i^veipa! and 
intcre.st, in th(> gold* of Stat(‘- issuing .them, "rhose 

throe classes of seeurity are known respectively as (hinrKcy 
Bonds, Bferlimf Bonds, and t/o/d Bonds. * 

Debentures. Loans issiu'd by joint-stock companies ar(‘ 
nsually known as ‘‘ debenf ures/' and th(‘ ctTtiiic'ate wliie.h 
ili<‘ subscriber receivc'S in ackncVvvledgnK'nt of the delicl is 
calk'd, lik(' tlu'. loan itself, a didnoilnrv} Lik(‘ shar('S, 
d('bentures ail'. gen<a'ally payable by instalments, and they 
are applied for and allotted in mneli tiu'. same way (sec^ p. 05). 

An U]|;nseciired or naked Debenture is a promise to J)ay, 
which ])lacc;s the lender in the same position as an oi’dinaiy 
(iH'ditor of the eo/npany, to sue for paymenl or apply for 
a winding- uj) by the ('ouil In tla^ evs'iit of the c()in()any 
faUling to |>ay intc'rcst or to rt'di'em th(> loan w hen duc',. 

A Mortgage Debenture s(‘('ur'(‘s |)avment of principal and 
interest to the lendc'r by giving him a eluirgc* on the projierty 
or iin(l('rtaking of tln^ company. 1li<' proju'rty which 
constitutes tlu' st'curity is vested in Trustees acting on 
behalf of the delK'nlmc* liolders, who an? nsually given a 
specific T hnnfe on certain (ix(‘(ha..ssets, and \\ jbmliinf charip’ 
on till', undertaking of tlu* eoinjiany. Xo ehangi' in tlu' 
eonstitutirm of the (*ompany, nor any dealing in • tiu', fixed 
ass(*ts se('ured in tfu' d'rnst Dcisl ('an be elb'eb'd without 
the eonseiit of tiu' d('lH'ntur(' hol(i(*rs, hor fh'linition of a 
moilgage se(; p. 107 . * 

Interest and Dividend, h'or tlie invf'stor, dividc'ud and 
intenvsl ipe ima-ely dilferent forms of imamu' ; but for the 
company issuing ^'.hares and delientures, dividends rt'jire- 
S('nt an ajiporfionnv nB <>/« profif, whc'ix'as inb'rest is an 
item of exjn ndilnrr w hkdd rnust met w hetlu'r any jirolits 
are made or not. 

At th(‘ end of ('a(*h half-year or otjua* financual pei'iod the 
books are lialanced, the n(:'l protit or loss, after paymtad of 

1 S * * c: 

^ Known in America as a “ Bond,*’ and in almosf (*vciy other 
c<Mnilj‘y as Un ' ( )])ljeaii<»n.’' 
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jtirc'fesr, IS asccif tallied, and tfie director^^ report to tlu^ 
sharofeilders \ lief ore the general nu'eting the manner in 
wliieli they n^eommtynd that the prollt (if any) should he 
apportioned. ‘UsAially a part onlyof'tlu' net profit is 
de('lared availahlr^ for dividend, ami the remainder is set 
aside l:,o eontrihute towards Sinking hunds (p. Tti), K(‘,s('rv(^ 
y\ es, Supf'rann nation or Ihau^voleni Sunds, (‘te., and any 
odtl^halanee is tiien earri(‘<^ forward as “ Ikdaru'e of Ih’olit 
and l.(OSS A/ce'’ 

The (-aiiital of most, hut not all comjianiifs, is issufal in 
two •)]• mony ditfenmt (3ass<'s, eacli class of shar<d)older 
being g;iv(‘n the right to shan* in any distrilmt^on ol prolits 
before «>r alTer (^tlu'r sharehohhas, and to a less oi* gieaiiM' 
(‘\tent than the otlier shareholders. 

Preference Shares entith^ tiny ]iold(‘rs to j>aym(‘nt of 
divid(md up to an agrecal percentage of the nominal \'aUie 
r)f their shares l)(Tor(‘ any otlier elass of shar(‘lioId(T rcv.aava's 
any share in tlu^ |>roiits. If the shares aiH‘ pnvfm’t'nt iai as tr) 
eapital as w<‘ll as dividcmd, then in th(‘ ev('nt of a li(] nidation 
file otlier sliaridiolders would liavc' lui «'Iaini on the assets 
until debenture hold(‘rs and Creditors had tu^en |>aJ{rin*fnll, 
and the preferenee sliarcliolders had ree(av(“d a complet(‘ 
refunri of *their ea|)ital as r(‘|)reseijt(-d l>y tlu‘> face value of 
th(‘- shanvs they ludd. Pndermiee shart^s ai'c* said to lie 
cumulative whern th(^ lioldei-’s right of |>riority extends to ^ 
jiayment of arrears. All jirefcrefU'c^ sliari^S are eumnlativc' 
unless tliey aie exjiressly issiUMl as non-cumulative. 

In some easels different <d asses of (iiiTr^t'nei' sliares hu.ve 
*heen issued l>y* the same (•ompawy,«eaeh elass ranking for 
dividtmd before or aftei' the otlurs, and Ix'ai ing ji (lisiiti; 
guishing name or number, such as '' A ” and ” shares, 

(Guaranteed and 1' 1st Prefeaxmee ” shari's, (de. 

Participating Preference Sliares, eti title they holder to priorit y 

of dividend, gind •to Jiliare with other shaixdiolders any 

♦ 

’ Dflumture holders ar(‘ also eiitilh'd to rfaxavt' (tic rc.poTt. 
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excess of disl ri (Mutable profit remain i tig aftf r-the latter haa e 
receiv'ed an agrcMMl |)ore,entage on fiheit* eapitiil. 

Ordinary Shares. Tb<- hulk of tlu^ share capital of most 
eom])anies is rlividc^d into '' Ordinary Sirares,” and wliere 
the shares of a Cfiinjiany arc of only ont‘ class t hey are e.alh'd 
ordinary shares. Where more than one (vlass of shares 
exist, ordinary shareliolders rank for dividend aft(‘r 
]>referenee shareholders, l)iit ifvtlK* eomjiany is sijcee^sfiil 
tli(‘ir shart's may hi*, nineh more vrilnabl(‘, Ix'caiise tht' 
dividtaul on ^irditiary shares is eitlu‘r (//) unlimited, or 
(h) r(\strieted wliere there are also “ deft'roal shart^s to 
a higher pero^adagt' than jirior di\dd<‘nds. 

Deferred Shares^ yield no dividend unless' [irolits available 
for dividend arcA inori' l hati sullieit-nt to [lay preferenei* atid 
ordinary di\idends iti full. Ihit if jirolits are large tli(' 
dt'i’erred shanks of a company may be worth more tlian the 
ordinary or pr(‘f(T(‘nc(‘ shares, although Mnw are usually 
issueil in sturdier denominations. They are often held by the 
vendors or fijunders of tlu' Imsiness which tlu' eom[)any was 
formed to pnoduvse or develop, and have not laam j)aid for in 
easli! ^riiey are then k no W'n as Founders’ or Management Sharea. 

Stock, d^ach elass of share capital in a ettmpany is 
originally issued in shares of eipial and fixed amoimr, each 
share is numlxMcd, and the nmnliers of tlu^ shares held hy 
eaeli sharehohh'i* arc^ entered in the Register of Mcmdiers 
and Share Tjedger, and art' also sliovvn on Itis sliai e certificate. 
Sul)jet'td‘> the terms of tlu' articles of association, as 
originally framed> or as altered hy special resolution, the 
eonpiany may eonvi'id ilr shares into Stock,” and gi\a'* 
ea(rh inemher an amouiTt. of stock equi valent fo the fae(> 
value of shares lie holds. The slia n's then exist no longer 
as units, lad; are ‘replaei'd by an amount of Capital Stock 
.expH'Ssed, not in shares, but» in money. Subject, to any 
provisions to the eonlrary stockhVildei may transfer any 
fraction of the amount of stock he holds, but, to avoid 
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complication arising from tiio regiylratiou of odd shillings and 
pcnc^, the articles nsnally provide that the stoc‘k sluill only 
he transferable in certain fractions or inidtiples of a pound. 

Debentures’ n!ay be numbered • and issued in eq ual 
amounts, or tliey* may l)e issued as Debenture stock rt'gistered 
and transferable, like capital stoi'k, in amounts instead of 
units. 

(jovernnient and Munij^ipal Stock is usually issutsi in 
multiples, or fairly* large fraetioiis, of £100, l)ut ('onsols 
may be purchased toll nominal value of (say) £')d ‘Is. 1 \d., 
or any other odd amount tliat may be desired. 

Transfer of Securities. 1'be metliod by whieji tlie propert y 
in a markotabk!*se(airity is transferred from oju‘ person to 
another depends u])on vvliether the si^eiinty has b(‘en 

1. RcgisteriMl as transferable in the Transfer t’ooks ; 

2. Ilcgistered as transferable by Deed ; or 

3. issiK'd in Bonds or Warrants to Bi^arcu*. 

Inscribed Securities. -Hold(‘rs of securities of tin? iir'st 
class, called inscribed securities,'’ have lU) certiheate or 
bond, the only cvidiuice c)f their holding b(‘iug an entry 
in thc’^ Transfer Books of iHie go vauai merit oi* eoipomtion 
wliieh has issued the loan. Britisli inserilxMl storvks and 
sonu* Colonial and Foreign securities are registered at tire 
Bank of l‘]ugland, whereas (direr inscrilxsl si'ciirities arc 
managed, as is the ease with many municipal stocks, l>y one 
of the large joint-stock hanlvs. Idu* liolder is given a stock 
Receipt, which serves as evidenec that the stock has Ix-en 
inscribed in his’iiaine, but the receipt d(^es not convey any 
title to ownership, and is not rerpiiiaxi to transfer tlu^ sto(‘k. 

In oT'dcr to transfei' Consols r;«i‘ other stock inscribed rR; 
the Bank of England, the seller must attend personally 
at the Bank to sign tlie transfer, or, by^ means of a power of 
attorney, authorize a incognized stockbroker or hanker to 
sign ftn* him. The seller miisi’ also be identitied as the triK* 
owner of the* stock by Ajie selling broker or other person 
recognized by the Bank. The selling broker then receives 
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a 8t<)(.*k receipt, which lie passes on to the t)uyiivg breaker 
employed liy the buyer. ^ 

(V)nsols, and e(*j‘tain other (xovca’iinieiit securities tblit 
were originally issucxl as inscribed sto(*k, -may now be 
transferrc‘d by deed, and the War Loans, Funding Loan, 
Victory llonds, ''rreasury Bonds and oth(‘r recent issues, 
could be oi)taincd transferable by laitry irv the trausf(‘r 
l)Ooks, by diMxl, or l)y" delivery to beanvr. On payment 
of a small f(*e tlie holder of inscribed stock may^ liavo it 
registi'Ted as transferable by (kxxl, and rt'ceive a ( Vrtilicifte. 


SHARL OERd’I BlC V rR. 


5 No. I17S. Shares. 5 

^ HLl’E rill.L QILXHRV r'()All^!\NY ^ 

§ LIMI'rKI). $ 

; ( Iiieor()0!'ated under the t.V*mpaniea Acts, 1{H)S-17.) 5 


^ (txpn’AL ^t75,O0O, IN 7r),(thtt OjiniNAiiv Siiavmos 5 

$ OF .11 EACH. $ 

? ^ 

$ Fhis IvS to (.'ertifv that Charters Schauetihtnj 5 

$ of No. 17 lioirrhc Hill, .LoNdo)t, N . ROs t he Resist enxl : 
5 Rropr i( tor of Z^V/y// Slairi's of £bNEea(‘li, fully fa^d, J 
^ mnhliered 5854 to 5*403 inclusive, in S 

> The llliie Hill Qiiarry (diiipany. Limited, $ 

$ pursuant to the Meinorandum and Aitie]<'S of AssociTi ^ 
5 lion of tile said ( ■om])any. ^ 


(liven under tlu* (xanmon Seal t>f tlie (' 0111 - 
jianv this 21 )/// day of Septfmiher , 19 .... 


Y 

SEAL 

A . Ji. Lorw 1 /A- / . . 5 

( . 1). Broad | ^ 

s V 

$ B. F. Small. Secretary. ^ 5 

5 Not(:’. -No Ti'ansh'r of tlie Shares comprised in tlii.s ^ 
$ Certificate will lie ri'gisterod until the Lertihcate J 

$ has been delivered to the CoTn|)any. 5 

c V. ' ^ 


Registered Securities are tligsQ which are recordetj in the 
books of the issuing company. or public body,. and for which 
cortifi(tates*are issued to tlie holders as evidence that the 
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DKKl) OF TKA^SKKn FOli IIIWMSTF IJ Kl> SFCFllJ'ri KS. 


J, Li'inxinl Miiniffiirtun-i\ 

^ , of “ O'o.v /;#'/>■/* • 

S / s.t;u,,,, \ * DUrhUriff, * 

- I I • . - V i I • 

- I injn (:s,-,n| . Ill of tlx^ Si.iiu of Stxiihinf lioirtnls (t('.'i) (Sn; 

\ '‘'I- y \ot(') pu'ul Uy Cfnnh'st Sr],.aihrilhr\l, Mtrrliiiiif, 

s y ‘ of \(). 17. mil, 

f ^ JjiiHilfift, ;Y. l.'f. 

3 lu'.roiiiaffiT (.■alk-'l tin* said TraiisfcnM-. 

7: 00 hor(‘l>y liaryotin, n-II. ;tssi;.MK and Irajisli-r lo Oir 

• said Tr;msh‘iv(‘ > 

2 I'iflu (."•»>) (h‘limirj/ '<fiinrs of f.l 

':i aS.il If} inf/Kshr, 

r (;f and in I ho imd(“rta'«mf callrd ll>o 

^ Jifih' mil (^uurru ('vmj'niij!, Jumllt^l. 

?: To Hold unto tin; said Transforoo, fiis h.xocnlnis, Adniiiiktiatots and 

Assiiiiis. sulijoci f(» I lio sovrral (’ondiliotis on which ! In Id the same iiuiiiedi- 
"v hehu'c (ho exei'utioii hereof : and lo\ the said Ti aii'^fer. r. dexs 

jj hiTcliy a;-M'ee (o aecept and taUo the said i h'dimtriJ snhji'rl (o 

tin.’ eoitdii ions aforesaid. • 

*** AS \\ riAFSS our H.oids and S(!;ils. ili|s J'lixnlu-f'ccoiid Oav of 

^ Sf'lih-iiihrr in the \ oac of onr .Ford One Thoorand .Nine Ihmdred and 

!:■ hiy,ii!i-Urn. 

!?. SifOied. sinali'd, ami (h'lixereil, hy the alaiee-natned \ 

IjCOWnii l('i.70(V, j 

- i:, IlH' l'iv..cncc u( ] l.,,„„„dn-,',u;T. • 

( Siy'natnre. lI.,I.L)l(h\ 

t ' Address, Till’ Cht'd)' Ills. /.hes.-.e(v!’,s*, I 

I Oeciipaiion, Author. j 

i? Simied, sealeil, anil dt!livered. hy tin; alune-named \ 

* < liifs. .Srhfiunihrnf, 

■i n.ir.,., 

Address, lioiiJ: (;hiniihn:<, ICC. \ . I 

I" I Oe^iiliatioii, ( loihiiu’rriiil. Tnudhr. J ^ '■ 

f Siiftied, s<’aled. and delis en.d, hy*thf- ahove-nained j .. * ^ 

>' ill tlie Ih’esenei; of i. \ S'” .s " y". 

? , Skmat'Ve, | \ ^ i' ' , ,ui * 

.! Address. \ V, - \ ' 

^ I Oeiaipation, ; \ '/'I'e; 

* Siynied, sealed, and delivered, l»y I he aljos e riaimal \ ; .via '-- ' ^ r ' 

t in the I’reseney of 1 

■s I Signal nre, j ’ 

^ Address, I 

* I Ooeiiitatiou, 7 

Xo’i’K. "I’lie i'oM.^deraiion-niuney set forth in a transfer niay dilTer from that, 
whieh tlie llr.st Seller will receive, owintz to suh-sales l>v*llie original Jhiyer ; the. 
Stamp Act: repniresMiat in .'^m-h easi's the ( ‘onsitjeral ion-money jadd h\ the Sul)- 
purchaser shall he the one in.serUal in the l)ei!i|, as rejzuhitiniz the ad rulomn huty ; 
the following js the Chnise in (piesiion : « 

'* Wlitue a Person, tiavirm eontraeted for the imrelia.so of any Property, Imk iiAt 
iiavinsz ohtained a Fonvnyanee thenaif, eontrachs lo soil the Kame to atiy 
oilier Person and the v»roperty is, on eoiise(|iu'nce, eo!i\eyed immedi.ately 
to the Suh-purehas?r, the (.‘oiiYeyama* is to We e.harrzed with ud rnlorrm 
Duty in resjieet of t.h* Consideratioii nioviiio from the Sult-pnreliasei,” 
Ijjttamp Aet, 18111, Siwtiori .'is t^l) i 

* W/irn n Tr<in:<f<r W* out of (Irmi Jirihrin U is rrcomnh'ndi'd thlit lhf‘ 

Si(ltiaUn'r:i he attrsfi-d hy Il.M: ('ofimJ or Vi(y-('i)?isul, n (ferdyoieDt, Mof/lstrote, 
Not'iry Puhlic or by other yrraon holdhnj a poblie yosilion osjnosi ('(rin/innies 
rejmc to rpjvynlse Siiinofures not so attested. 
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slxares, stock or debentures named thiMcimare the pro|tt!rty 
of the holder, and stand registered in hi^s name* "Jlie 
hoichu’s rights are transferable by a Deed of Transfer, to 
which thc^ signatures of both parties must b(j attested by 
witnesses, and which must fxe iTnpress(‘ct with ad valorem 
duty at the rate of lO-s*. per cent, on the agre(‘d value of 
the property, (in certain cases a fixed duty f)f lO.s*. is 
payable.) v « 

• 

The directors of a company may<Jecline to regisbu’ any 
transfer of shares, not h(‘ing fully-paid shares, to a pca’son 
of wliom tliey do not ajxprove, and may also declin(‘ to 
register any -transf(*r of shares on which th(‘y have a litui. 
A fee n<»t exceeding 2s\ ikl. may 1)0 charged for tlie registra- 
tion of a transfer/ 

The proc(Mlure followed !)y stockbrokia's in dealing witli 
registered securities for their clients is as follows : The 
Inlying broker obtains from the sculling broker the share or 
stock cc'rtiticate, together with a form of transfer lik(^ that 
shown on ]). 35 signed by the selh‘r. The buying brokx'i* 
|)asses on the ti'ansfer to liis client for signature, and then 
sends tlu^ ('ertiiieate and completed transfer to tlie oflice 
of the ^^‘onvjxa.ny or j)ublic bocly, as th(‘ easc^ may be. The 
company's secretary notifies the transferor, as a i)rocaution 
against fraud, t.he transh/r is submitted for sanction to thf^. 
Board of Directors, tfie S(*curities are transferred \n th(' 
books from the seller’s name to the buyer’s name, altfu* 
\\'hi(‘h the old c-ertiticate is endorsed over t.) the buyer (if 
such is the practice) and delivered to him. If tlu^ custom 
is to issue ik^w' certiticates, or the seller is dis]K)sing of only 
part of the shares contaimxl in his certiticatc, a new certiti- 
cate must be prepared in the name of the*^ buyer. In such 
a case the selling brokir' or his clerk would take the, 
executed transfer to the company’s ollicc for Certifleation 
35) by the secretary. The certified transfer is then 
delivered to th(? buyer pending preparation of the new^ 
certificate, and is vonsidered to be"' good delivery,” as it 
satisfies the Ixuyer that ho will Jiave no diffieulty in acquiring 
'a good title to the securities. ^ < 

Bearer "securities are UwSually entrusted to the holder’s 
banker for safe custody, for as the property in them is 
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trai*sf(3rre(l by. (k'Jivory to any bomt Jide lioldor/ th(^ loss 
of the document itsidf would he a sivrious matter. Pay- 
ment of irlterest or dividends is providc'd for by means of 
Coupons. . ^ ^ * 

Some Colonial atul Foreign Gov eiamient Stocks and 
American and Foreign Railway Bonds are issued trans- 
fcTabFi by l)(ied, whilst others are givi'n in certiiicat(‘s to 
Jkiarer. American raihvay shares havi> the peculiarity f)f 
coml)ini]ig the features of registered and bearer securities. 
Fht^ Share Certi^^(^at(^s are Issued iti tlui nanui of the regis- 
t(und holder, bub they have at tl\e back a form of assignment 
which may })e executed in blank so that any* transferee by 
delivery may fill in his own name and suf)se 4 uently claim 
to be ri'gistered as a sharehold(‘r. 

The shares of* British joint-stock comvanies are usually 
convertif)le, by tlui Articles of Association, into Share 
Warrants to Bearer, provided they are fully paid-up. Th(> 
holder of a wairant must deposit the latter at the ollico'of 
tlu^ company before j^ayriu^nt of dividends, or if he wislu‘s to 
vote at a meeting of shandiolders ; or he may obtain registra- 
tion as a shareholder at any time on payment of a small fee. 
Share ^warrants are chargeabh* with stamp duty^at the 
rate of IFXs*. per c.<mt., or fhree times tlie duty payable on 
deeds^of transfer. They arc not nearly so cornrjujn in tins 
countiy as on the Continent. 

If a divideiJtl on a sharci vvarrant to bearer falls due 
befort^ the holder has had Ills name registered, tht^ holder 
must collect the dividend from the registered transh'ror. 

Scrip. — To eiiilblc subscriliers for Bondj, Shares or Stock 
.to deal in their holdings before ^all .instalments have been 
paid, some public bodies and i:M)m panics issue. “ Scrip 
Certificates ” as evidence that the holders have had the 
securities allotted to riiem, and are entitled to receive proper 
certificates when issued* and^A\^ien all moneys due therexm 
have been pai<J. 

^ They are Negotiable Iiistrumeuts, 
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I’lio tcrni Scrij) ” is also used to deiv>te any sorU of 
bond, debcaitiire, stock or share or certilicate, whether 
registered or to })earer, as distingiushc'd from tlie '‘’Receipt 
issued to holders of inscribed securities* • 

Gilt Edged Securities. — Those securities which oifer tlie 
investor the greatest possible degree of safety, aYid in 
particular dVustee Stocks and Investments, are popularly 
known as “ gilt edged/’ ^ ^ 

Trustee Stocks are those speeifie(| in the Trustee A(d-, 
181)3, and tire (Jolonial Stock Act, R)00. Idte}^ incliuh^. 
Oovernment S(‘(nirities, Public Funds or ikirliarnentary 
Stocks of thf,: United Kingdom, real or heritabk^ s(Mun:ities 
in the TJnited Kingdom, Indian Gox^enpncmt Securities 
and Guaranteed iStocks, Bank of England and Bank of 
Ireland Stocks, ccitaiii Munici])al, Water Board and 
Colonial Stodvs, Honu‘ Rails and ('anals, and Indian 
Railway Stocks. 

’Flu? Trust('e Act was })assed for tlie jirotection of trustt'cs 
holding or invc'sting money on Ixdialf of otlua’ persons, 
’rrustees may, unless (^\pressly forbidden by the ’Prust 
Deed, invest money in aiyy of the seenritios specified in tlie 
Act, and will not be htdd rc^sponsible for any loss tfiat may 
result ^rom sueb investimait. * • ^ 

Floaters are those gilt-edged liearer seeurities# ineiuding 
Exehequer Bonds, 'rreasury Rills and Corporation Bills whieli 
the Rank of England is willing to acee2)t as sc‘^‘urity for loans. 

Income Tax. I’sually income tax is dediuded from the 
dividend or interest b(‘forc distribution to holders, and it 
is always calculal(xl at tlie highest rate for unearned in- 
comes. The (hxltiction is eertihixl on a Voucher attached 
to the div idend or intci*(‘st warrant. Idas vou(‘her. whicdi" 
fchonid be carefully |> restated, Ls accc^])ted by the Irdand 
RevaMUie Authorities as evidence of tin* deduction of income 
tax, if thc‘ share or stockholder makes a (ilaim to exenifition, 
or relief, from such tax. 

« Sometimes d(d>entures afuf government secnritles bear 
a Net Ratd of interest i.o.. free of ^ui ft time tax* up to the rate 
current at the time the securities are issued. 
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flominal Valu^. — Dividends or interest a?e ealxMilatod as 
a peixientage of the jioniinal or face value of the secnriti(\s. 
Wliere cortiiicates are issued, the- nominal value is the 
amount shown o» the face of tiu' ec^pfilieate. 

• 

If the nominal value is the same as the amount suh- 
scribed, the share or loan is said to be issiKnl at par. A 
security is said to be issued at a discount if the issue price is 
less^than nominal, or at a premium if th(^ issuer prifu^ is inore 
than nominal vaiiK;. It should Ixi noted tliat the law 
forbids the issiie of squires at a dis(‘ount, though a com- 
mission may be allowed to brokers or underwriters (se(‘ 

[). (iO). 

Loans (debentim's, gov(U‘nm('nt stocks, (‘le,^ are rveh-em- 
able at par or aka premium, but never at a discount. 

Market Value. -Once share or loan (japital has been 
issued and subscril)ed, tht‘. only way to a(*([uire it is to 
purchase the holding of som(‘])ody (kse. Like aiiytlifng 
else of value, and which can I)e transfcrrcMl, s('(mriti(^s hav(^ 
their pric<‘, and the market price of stocks and shares is the 
price at which liolcku's are prepared to sell, and l)uyers to 
purch^pse them. ^ 

The market value dej^ends mainly upon four considera- 
tions*: (l^ \"ield on money iru'csted ; (2) Safety ; (^I) Per- 
manency ; and (4) Supi)ly and <lemand of ca|)ital gencunlly. 
The ]jric(^ is (jj,|Liot(‘d, in the case of stocks and bonds, at a 
figure representing pounds sterling ])er £100 nominal,* 
wluneas in tlu' case of share's tlie price' is epiote^d in shillings 
and perKie, or pounds, pcT share. The main influences 
affecting the })rjces of marketable securities and tile market 
rates of interest on loanable capital explained in 

Chapter V^. ' * 

» ^ 

Yield. — The yield nf an investment is the actual percent- 
age that the intere!&t or dividend bears t(^ the amount 
investejd. Thus, money iiivjt)sted in (kmsols at kOj would 
yield the inv/?stot £5ils- 5d. per £14)0 ; for if £49^ buys 
£100 nominal, and Consols bear interest at the rate of 
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tlien £49 1' will yield an income of £2|r; £100 invented 

V ] 00 V 21 

will tliercforo yield £5 073 - £5 l.s! ^d\ In cal- 

, 491 

collating the yield from any given investment, considera- 
tion should of conrse bo had for the tetms of issue and 
redemption, and fn^edom or otherwise from income tAx. 

Insurance against Redemption at Par. — It is customary 
on the Continent to issue d^:benturos redeemable t by 
periodical lotteries or “ drawings.” • A section (say a 
twentieth pari;) of the loan is redeemt^d each year, and lots 
arc drawTi in order to decide which numbers are to be 
called in. Now, if the market valium of such securities is 
above par, it is clearly a loss to any holder to liave his share 
called iiii' at par, and this is a contingency • which investors 
can insure, against.’ Udie systc.vm originated in Gc^neva, and 
it has prov(al very profitable to the banks undertaking it. 
Jh’emiums dejic^nd on the difference bc'tween market and 
redeemable value, the amount redeemed each year, and 
the amount still unredeemed. 

The London Stock Exchange.- -The present-day constitu- 
tion of the. London Stock Exchange dates from the year 
188()„ w^ien the building was i^nproved and extendefl, and 
the association re-organized. The Stock Exchange is now 
a company, of which every member must becofue a 
shar(‘holder. 

^ The management of the exchange as an institution is in 
the hands of nine Managers, but the business done on the 
exchange and the members tlunnselves are controlled by a 
Committee \"or General Purposes, consisting of thirty niemViers of 
at least five years ** standing, elected by the o,ther members. 
They hold oKicx'for one’ye^a’, but are eligible for re-election 
(\n the 25th March of each year. 

The Committee may expel any of its members for 
improper (xinduct, pr expel or suspend any member of the 
Stock Exchange for violation of the vules, failure to comply 
v itb the Committee’s decisions,' dishonourable or dis^aceful 
conduct, and may ceilsure or suspeild any member acting 
in any way detrimental to the interests of the Stock 
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Exehange. An# authorized copy of the '' llules and 
Regidations of the Stock Exchange ” may ho obtained in 
book form through any ])oolvsellei*. There are n(‘arly 
two hundred .ruJes, of which Nos. 7‘3 and 176 are of gr(‘at 
importance. In* ease of disputes between members the 
decision of tiie Sto(4c Exchange Committees is final, and by 
theso'two rules, if any member attempts to (mforce by law 
a claim arising out of a Stock Exchange transaistion without 
the consent of the (/ommittee, the latter “ will deal with 
sudi cases as the circunlstances may re(piire.’’ In any 
event tlie numiher ^\^)uld be expelhHl. 

The members of the London Stoclc blxchange are divided 
into four classes, viz.: (I) l)eal(Ts (or Jobbers 
(2) Brokers, (3) Clerks, and (4) Memliers not luig^aged in 
active busin(\ss. * 

Dealers have no access to the general public. Th(\y d(ial 
within the House only, buying and sidling on their awn 
account, not as agents. They make thidr profit by buying 
at one price and selling at anotlier. 

Brokers act as agents for the general public. The lii'oki'r 
is an inti'rmediary between his Principal or client, and thi^ 
Jobber. He must not execfite an ord(?r with a non-Vncml)ei-, 
unless thereby he can deal for his ])rineipal to greater 
advantage than with a member. 'The object id this rule is 
not merely to provide business for the jolibers ; it also 
protects tile c*lient against unfair bargains in favoui’ of other 
parties. The jobber's price is tlie true market price, 
because the jobber quotes to buy or to sell, at the broker's 
option, and must be prepared to do either. 

Clerks. — Moihbers may a])ply to the Committee for 
permission to introduce non -iwem hers or mimdiers as 
Clerks. Clerks are bf three kinds: (1) Authorized Clerks, 
(2) Unauthorized Clerks, and (3) Settling Room Clerks. 
The number of clerks admissible for each individual 
member or firm' is Mmited by th'v^ Rules of .the Stock 
Exchange. 
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Membership.-* The functions of broker ^aud dealer iiro 
quite separate, and every member must declare whethfir be 
pro|)()ses to act as ilrokcu*, Dealer, or ( t(‘rk, or Ibat lie is n(*)t 
engaged in active l>usiyess. “ Double dealing ” is strictly 
prohibitc^d, and authorized clerks must ^vct for dealer or 
broker, not both. A member may, liowev.cr, alter his 
status from llroker to Deahu*, or from Dealer to Broker, by 
first giving notice to the (bmmittee, whieli notice is fotth- 
with post(*d ” in the' House. , 

Members ar« not allowed to advertise for business pur- 
poses, or to issue circulars or Inisiness communications to 
pc'rsons oth('r than thetr own jirincipals. Persons who 
advertise as 'brokers or sliaxe deaka-s ar’e riot mendiers 
of the Stock ExcHaTige or under the control of the (bm- 
mittec'. A JyiM oJ'^Mewhers of Ihe Slock Exchamje who are 
stock and share' brokers may Ix' se(‘n at the Bartholomew 
Layc^ ('iitrance to the Bank of England, or olitairu'd on 
a])plication to tlu' S(‘(*r(‘tary. 

Admission of Members.- All nuanlx^rs must be ('le<ded, and 
retire at the end of each stoi*k exchange year (on the 
2r)th March), when they are (‘ligible for re-election. 

A pc'ison may hoc.ome ('ligible for el(M‘tion as a in^anbia’ 
eitlua'*((/| with Nomination, or (/>) Vv'ithout Nomination. 

(«) All Candida t('s for admissicxv, r'X(?Cj)t candidates nnder 

Rule 2S,” nmst <)f)tain Mk^ nominat ion of a mem]«>r \W>o is 
vvilling to r<^tir(^ in his favour, oi- t>f a fornu'i’ memix'r, or of t l\c 
k^gal ro])r('S(*nt at i\ es of a d(‘c<‘as('d mendxM-. (In piactice, 
nominations arc bought and sold by a ,lobS.('r dealing in 
f'lominations and, St ex'k ('^.xchangc'^ slxux's.) They must also be 
rec-ommended by thi (>e memb(*rs, and each rocommender mnst 
engag(^ to pay £500 to tlx? coxlilors of the candidate, in cas(^, 
the latter fthall be dxM'lamd a D(?faulter within / >ears from the 
date of his admissicAn 

(b) Ibv Rnk^ 28, a clerk Iwiving eompUdfxl 4* years’ service 
in tlie St()(‘k I0xchang(‘- or tl^e Settling lioom, witli a mininmm 
S(_?i*vie.e in tlu* House of 3 years, may apply to the Cornmittet^ 
to he pla(;ed on tlie ^Vaitin(/ List (^f camdidates for (flection 
without nonunatiou., ( -andidalos under* this rule only need 
to bo recomTnended l)y two iiK'inberj^, each of whom must 
e^ite^' into an engagement as aljo^o mentioned, but for £300. 

in addition to finding rec<jminen*lers * evoty candidate 
elected must, pay an Kntraiice Fee, take a Share or Shares in 
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I ho^St ock J^]x<‘luyig(‘, and }>»iy an Animal >Sn^srri}>tinn. Tin* 
present (H)22) i*e< juireinents in tJiis respect are as follows : 


JM embers idih 2 Suretlett : l^ntraia^e lA‘e £0,‘U). Sub. £105. 

Thrc>(? Shares. 

Me}nl>ers iv'ith* 2 Siirelies : lOntmncc^ Fee £3J5. Sub. 

£52 10.9. On*^ Share. 

For. (Merks the annual snbs(‘ripth>ns are : 

A uthorized (Jlerl's : £52 lO.s*. 

IJ naullmrized Cierks : £15 15 . 9 . 

^ SeUlhuj Room (Uerks : £10 10 . 9 . 

The Bargain. For purposes of illustration wo will 
imagine that a client instructs his Broker to ])urchasc 
£l,(K)0 L.B. k S.( ’.R. Deforred Ordinary Stock, in giving 
his instructioJis the client may fix a pricn limit wliieli h(‘ 
does not wisli the broker to exceed : say^ “ at ‘15 o'r lower.” 
If he relies entirely on the liroker to do the best for him, lie 
will say “ at liest.” 


The Broker or his Authorized (.-lerlc goes to that [lart 
of th<> floor of the? House known as the ” Home Rails 
markiit,” meets a Jobber who specializes in this (dass of 
security, and asks him to make a price for “ Berthas.”^ 
The jiibber (j notes say 341-5. If th(‘ broker is satisfied, he 
says, 1 buy one at 35,” meaning that he wishes the jobbtrr 
to sell him £1,000 nominal valm^ of sto(ilv. 


The j(dd)er is liound to quote, both pri(a\s, without asking 
whether tlie tiroker wishes to buy or sell. Mor(‘over, an 
offer to buy or sell an amount <»f stoedv, bonds or shareo 
at a price named is binding as to any part tliereof that 
may be a marketable quantity ; and when no amount is 
named the offer is binding to the amount of £1 ,000 Stock 
or bonds or the eijuivalent in foreign currency ; 100 shares 
of a market value of less than £l, 50 of £1 to £15, or 10 of 
over £15 : or 100 American dollar shares. 

Broker and Jobber enter the bargain in their rough ’ 
books, and properly Vecord it later in the manner ex- 
plained on p. 45,. 

^ A .slang term for L.l?. & S-C. Def. Ordy. Stock. 
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The same pr(l[^cdure is followed by brokers iiistriictcicV to 
sell securities for their clients, exc('pt tliat a selling bfoker 
who wislu'd to disj)Ose of £1,000 Berthas wIkmi the (piota- 
tiou was 841*5, would say to the jobber* “T sell one 
at 34 J . ” 

The Jobber’s Turn. — The diffei'cirec b(4vv(‘en th(‘ two Ifalves 
of the jobber’s quotation is known as the Jobber’s Turn.” 
If he (juotc's at all, the dealer or jpbber must quote a doi^hlc 
price, and it is his business to watch the market carefully, 
and so adjust bi^^ quotation as to atti^ict Imyers and sellers 
in equal inounts. if the dealer has l)ought more than he 
has sold lie stands to lose by^ a fall in tlu' market ; whereas 
if he has f^old more than he has bought, by the time he has 
to deliv^er tlu' stoc^ft th(‘ |)ri(*e may rise, and he will have to 
buy at a loss to cover liis obligations. 

K liuyers are more active than sellers, the dealer s(‘eks 
to “ (^ven up ” liis book by raising his ]>riee -say from 
341-5 to 34|-5], in ordia* to encourage sellers, just as lie 
would reduce his price to say 34|-| to encourage buyers. 
If buyers and sellers commit him for about eijual amounts 
he may^seek to increase the ijumber of Ids bargai^is by 
quotii'jg a closer price, say 34;’-; ; ’whereas if the market is 
uncertain he protects himself by quoting a wide jirice, say 
34; -5^^, so adjusted as to allow a better margin for tliu?tua- 
tions, or in the hop(‘ of encouraging only buyers, or only 
sellers, according to the state of his book. • 

Marking-. - The broker may, if he likes, “ mark ” the 
bargain by entering it on a sli]), which he puts into a box 
provided in the Exchange. The price will ^^hen appear in 
the ‘' Business l)(Aie ” column of the List ^ of Securities 
publishcid daily under the aitthority of the Committee. 

^The prices of all liargains done between certain hours 
may bo marked on this Official List, but no price may be 
inserted unless the bargain has lieen made between members 
and at the market price, nor on the authoiity of one of them 
iLhe^refuse, when required by^ a* member of the Oomifiittee, 
to give the. name of the» member w^thVhofn he dealt. The 
practice of marking lias been much neglected, but it has 
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th(? advantage (i ])rovidjng evidonee to clients that })usin(\ss 
lias actually been done at the prices stated, and that the 
bfoker lias desalt at niarket price, without favouring another 
party at the expense of his client. ^ ^Jnder the l^hnergeiK^y 
Rules (p. 52) all bargains oven* £400 had to be marked. 

Checkingr.— At the end of tlie day eaedi member has the 
items in his rough botik copied into a Bargain Book, which 
the member’s settling clerk takes to the Settling Room in 
the basement of the House. There the bargains /(^corded 
in %he various memlxavs’ bargain books are cross-che(;ked, 
each settling clerk initialing his own book to show that the 
items are I'ecorded in the books of the other parties. 

Name Tickets. — Tlie buying broker now prepares “tickets” 
for c'ach ])ur(dias(^, showing the name of Iris client 
and tlie (pjantity of stock bought, 'kickeds foi* ('ash 
liargains must be ])ass(‘(i within five days to the joblier, who 
in his turn jiasses it on to a joblx'r or sidling broker from 
whom he has bought similar stock. The selling bi'oker, 
w4k) has to deliver stock, attaches scrip or ceHilicd transfer 
(sec^ p. ^16) to the name tickid/, and returns it to the member 
whoso nanu^ is on the tickc't as the oiu' who lias to jiay. 
By means of the ticket, the scrip or transfer tlius finds its 
way to th(i Iniyer, and deliv('ry is complete. 

Where tlie nominal amounts bought and sold by jobbers do 
not cenneide, it may be nceessary for the jobber to 'divide a 
ticket into two or more Split Tickets, all bearing the same nam(3. 

Contract Notes.-- From the entries in his liargain book 
the broker prepares Contract Not(\s to S(vnd to bis clients, 
showing the amount of stock, shares, or other securities, 
bought or sold for them. 

The buyer is debited with the Transfer .Duty in addition 
to the broker’s Commission and Contract Stamp. 

A Minimum Scale of Commissions is appended to the Rules 
and Regiilations of the Stock Exchange. The scale fixes 
minimum rates of commission for different classes of 
stocks and shares : 'e.gr Consols, ,'V/o Stock ; Bank of 
England and Bank of ‘^1 reland. Stock |% on Money ; Regis- 
tered Stocks 1% -on Money ; Shares, Registered or Bearer, 
at a sliding ^scale acccirdkig^to price, from to 26*. Grf.Jper 
share, or where the price exceeds £25 per share, | % on Money. 
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• 

Contract Stamp* Duty is ad valorem, and k denoted by a 
special adhesive Government stamp used only for contract 
notes relating to the purchase or sale of securities. The 
rates are as follows : •_ . . 

Where the value is £5 and does not exc<‘ed»£l()0, 6^/. 


.For liigher values 

6-. 

(/. 



• .V. 

d. 

not exeoeding £500 

1 

0 

not excoe 

(ling £li),000 

10 

0 

1,000 

2 

0 

9 !» 

12,500 

12 

0 

,, 1,500 


0 

% ^ ^ 

15,000 


0 

2,500 

4 

0 


17,500 

H) 

0 

,, 5,000 

() 

0 


20,000 

18 

0 

,, ?,500 

8 

0 





For values exeec 

mUu 

lt £20,000, 

£ 1 0 

0 



For purpo*‘S of Stamj) Duty, a contract note advising 
the |)urciiase or sah' of more than one description of stock 
or slum's is deom(Vl to be as many contract notes as therc^ 
are d(;scri|)tions (<f s(*curiti(\s j)iM-c])as(‘d or sold. 

the rules of the London Stock Fxchange a broker 
issuing a contract note must use such form as will provide 
that the words “ Member of the Stock Ex(diange, London,” 
immediately follows the signature. 

Where a broker carries through a transaction directly 
betw^car two principals he niuSt otdy receive brokerage 
from one of them, and the contract note must state that 
the l)argain lias been done between non-members. 

Dealings ^ for Cash ” and for the Account.” — Just as 
some of the produce exchanges ^ provide facilities for “ spot ” 
and “ future ” dealings, so on a similar principle may 
dealings in marketable securities be arranged for Cash, or 
for the Account, illie difference is that,* whereas every 
purchase or sale for casli results in actual d(*livery of stock 
jyid payment as soon as •possible after the passing of the 
ticket, contracts for the account are hot settled until the 
next Account-dayt” Persons dealing for the Account are 
thus enabled to buy and sell the same stock before? payment 
and* delivery are due. Tickets ^foi* account dealings in 
^ See Chap. XV. 
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corUlain shares a?i(i ordinary stocks, d(uilings in vvliich avo 
numerous, are passed through the Clearing House in the Stock 
Exchange, where purchases are set ot^ agahist sales and tlu' 
amount of stock or shares to ho d^^livuu’cd by or to eacdi 
member is ascertained, on a similar principle to that followed 
in tlie produce clearing houses. The ol)j(u‘t of this is to save 
the clerical work connected with the passing of names. Pkxch 
meijiber pays a f(H‘ for the^service of (*lc iring. 

Tile account syscem naturally facilitates spcHUilative 
dealings, and indeed it was created for that oliject. It 
enables the Hull ” or the Hear ” (see (). 424) to deal 
for large amounts without taking or giving htivery, and 
witliout any disbursement beyond payment of “ Cover ” to 
the broker, if re(piired, to S(?(un‘c tlie dilTerence in tlie (‘-vent 
of the market going against him. 

The Ordinary Settl(.unent is fortnightly, and (consists v)f 

The Mining Oontango-day, 

44ie Cenc^al Contango-day, 

The Ticket-day, 

4410 A ccou nt-day . 

There used to be a separate (.V>nsols S(dtlem(‘nb ” held 
monthly, and a '' Special Settlement ” used to bo Hx(‘d from 
time to time for new securities. Hut Ihitish and Colonial 
Cov('rnmcnt securities are not dealt in for tlu', account 
nowadays (1922), and all new issues have to bo settk^l in 
the ordinary \a ay, for cash or for thc^ acconut. 

Contango or Continuation ” Day is thci hrst day of tlie 
settlement, and marks the beginning of a runv ae(‘,ount. On 
this day clients wlio do not wish to complete their trans- 
actions may arrange with their brokers to “ carry-over ” 
until the next account. Ticket dr Name ” Day is the day 
on which tickets are passed. I)eliv<iry and payment 
are due on Account or “ Settlement ’’ Day- corresponding to 

prompt in pioduce'^dealings. 

Contango a^terni {^iplied to fortnightly loans used 
by Stockbrokers to enable their clients wlio have purchased 
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forward to '' c*irry-ovtT ’’ froai one aec^ownt to the i^ext, 
and a rat(i of interc\st charged for .such loans ^is known as a 
contango rate. ( .'oiitango nion(>y is obtained chiefly from fhe 
banks, and partly from “ Money Brokers.’* I'lie borrowers 
are called “ givers-on,” and the lenders (who take in the 
stock for the tirrui ]>eing) are known as ‘‘ takera-in.” * 

The taker-in buys the stock at “ making-up price ” (i.e. 
the price ruling at 12 noon ofi contango or making-up 
day) and undertakes to resell it at tlfc same price for tf)e 
following settlement. • 

The bull who decides to carry-over does so Ix'caiise priet'S 
have gone agaiiist him, or have not risen enough to pay 
expenses, and h(^ hopes for an improvenuHit djjring the next 
account. The cayry-over is re(^ord(‘d in a }>e])arate contract 
note called a CoutiAuation Note. 

^Backwardation. — if a l)car wishes to cairy-over, he must 
g(4 his broker to borroiv securities to deliver in fulfilment 
of his contract to .sell. Now% just as takers-in lend monc^y 
from one settlement to the next, wso holders of stock somo 
times do the reverse by selling at one settlement on the 
undens^anding that tiiey may#bvy back at the next. The 
charg(i for lending of stock to enable bears to carry-over 
is called “ Backwardation.” It should be n^jtini* that 
backwardation constitutes a fee, not intcjest, for w'herea.s 
the taker-in lends money from one accouiffc to the other 
and cliarges interest thereon, the lender of sto(;k does not 
part witli any money. 

• t 

Usually there ^re more bulls who wish to carry-over 
payment than bears who vvish to sus]iend deTivery. So long * 
as bulls pn'dominate, ai’o not charged anythiiig for 

carrying over their bargains ; on the contrary, they can 
charge a contango rate to the bulls they are accominodating. 
it is wh(m bulls arf* .si*ar(re that be;ys have t(^ pay ‘‘ i^ack.” 

t ^ 

Option^ in marketable securities Are sirnihir in priiicix)le 
to those relating to produce (see p. 428). The party whq 
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pays a preiiiiuni^for tlic ()[)lion to buy in sai(Vto ijivc for the 
call ; the seller of a put option is said to lake for the pul. 
The following 'is an (extract from a list of optioTi prices 
issued by a niembpr of the Stock thx(;lfange for his (ilicmts : 

i:ATi:sT oei'TON uatios. 


tall or Put of 








1 

[ 211 li Alls'. 

2l.t^t, Sopit. 1 

lOlh 0(1 


, i 

• - - 



I> V 

( 'aletloiiian .Dt'iorn d 

. 1 

i"" 



1 1 

tharli rrd - - • 


/IP.'. 


1 / 1 .5 

tdd 

told Kields - 


1 r. 


2''- 

• 2 it 

dolmiiies 


1 ' '' 


1/C 1 

i/‘.> 

tall of 


I Olio 

j month. 

I’wo 

monili?^, 

'r^iroo 

nioiirli.r( 

;■» '}{, War jiOaiv 


' i'.’. 


• 

1 ■ • 

1 1 

tonversioJi J.oan - 


! 0 



1/ 

(V)U.sol« - 


! ^ 


y. 

1 



(fption dorlaral ion day,-. 

Pay .Days. 













Minin«. 


1 (lonoral. 

lOth Aiii-'nsl - - 1 


:hd .\U}iiist. 


nil Auym.sl,. 

‘i ttli Auf.'n.sf 

ISth A 11}' list. 


21s(:. Aiis-'ii,*!,. 

7Xh Scpt.cruber - 


l$t h'optojnho.r 

Jill Soj)ti‘inhi‘r. 

‘iJst Scpt('iuhor ' 

lath Septi'ndx.T 

IStli Soploinix'r. 

rd;h Octoln'r 

-Oth Soptauhor 

2nd Of.tidior. 

10th Oct ohor 

IMI!) Ocfolwr 

!r)j.li Ootohor. 


'J'lio iloiiblc optiofi costs, as a rule, exactly twice the «iii;;lc oi)tion. 

0|)ta()ii rales art'- tjuoted either ))er sliare or (iji the. case of 
stock) ])er c«>rit. 

A dealer tal^ng fur tht^ call or |)ul ooiitMal ly covers his 
obligation by bviving oj' sellirig for the account. Options an' 
therefore usually valid for |H'riods coinciding witli the foit- 
night ly aerpunts, and if the iiolder Avisiies to elos(‘ the hju’gain 
for the JU'xt Pay Day he must exercise his ligiit on 4 >r before 
option declaration day, wliieti is a day' Uvij before th(^ 

. earry-over. 

As dealings in Government seTanrties are ojily foi- cash, 
options relating to them do not (/o^neide \vith ae(*onnt dates, 

“ Cum ” and* “ Ej;.”'— W hen the time draws near for 
payment of dividend of interest on any security, or tv lion 
bonuses or new slytres^are on’ered to existing shareholders* 
(see p. 68), the ]>rice of the security is cpioted either Avith 

M.T. n « 
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{cum) or vvitl](iiit {cx) dividend, interest , jxr rights, as^the 
ease may be. Tims quotations may be marked 


(Mini div. 

ex div. 

(x.a.) 

cuun hit. 

r cx int. 

(x ill/ 

cinn new 

ex now 

(x.r.) 

ciirn rights 

ex rights 


ex eoupoji 
f*x all 

(x.o.)- 


Shares, etc., arc quoted ex dividend on or near tlic^day 
the transfer books of the company arc closed for dividend. 
The exact day for quoting ex div. is fixed for each class of 
security by the rules of the Stock Exchanges. 

Buying-in' and Selling-out.“ -The issuer of a ticket is 
entitled to receive delivery within the time specified by 
the rules. Securities whicli are not delivered within that 
time may be l)ought-in ” in the Jiiarket at whatever price 
may be demanded. The Icjss occasioned by such buying-in 
is borne by the ultimate seller, unless he can prove there 
was undue deday in ])assing the ticked on the part of any 
member, who is in that case liable. 

A similar remedy is available to the seller of securities 
who does not receive a ticket within the prescribed time, 
Kv may “ sell-out^’ against the buyer. 

Buying-in and Selling-out must be effected publicly by 
the officials of the Buying-in and Selling-out Dcqiartment. 
An official goes to the various parts of the House every day 
to fulfil this duty. 

Default. — A member who is unable to fuifil his engage- 
ments is }>ublicly declared a Defaulter by an official of the 
House called a “ Waiter,'’ wffio raps on a desk with a wooden 
hammer and reads out a notice calling attention of the mem- 
bers to the defaufc. The defaulting member is then said to 
have been “ hammered,” ^rnd thereby ceases fo be a member. 

'I’wo members are appointed annually by the Committee 
to act as Official Assignee and Deputy Official Assignee 
respectively, whose duties are very sipiilar to those of the 
Official Receiver in bankruptcy, viz. to receive amounts 
owing from debtors and pay a dividend to creditors. Each 
official assignee has to find security anfounting to £1,000 
from twT> ar more members. 
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Pi;ivate failureV^ — The 8toek Excliango A)Tnmitt(*e do 
not permit or recognize an 3 ^ “ private arrangements 
between inendMM’s. All failures must bo notified at oiK^e, 
and the estate administered by tin? otfieial assignees, who is 
only Goncerned ^dth clainus arising •from Stock J^xehange 
transactions, and? admits none other to be prov(Al against 
the defaulter’? estate. Oeditors are not allowed to make 
any compromise with a defaulter giving private intimation 
of his inability to fulfil his engagements ; tliey must at 
once communicate with th<3 Committee, so tliat tlie default 
may be piddiely d(H;lared in the House. 

Hammer Prices. — As^ S(^on as a dtdaidtpT’ has been 

hammered the official assignee makes a record of the 
middle pri(fes curn'iit in the market immediately before tlu^ 
declaration of default, 8uch ])rices are called “ hammer 
prices.” 

All outstandingtransaetions are elosethfl'l ^‘hainnu'r |)ri(‘es/’ 
and acc(.)unts are settled as follows : A memb(‘r who has 
bought stoclv from the defaulter at (say) 50 imist s(‘ll back 
at liammer ])ri(‘e. If the hammer price is lower — say 48 -fhe. 
member loses £2 ()er €100 stock in th(‘ contract, and ha.s to 
])ay this difference into the estate Jf t}i(' nunnber Ivad sold to 
the defaulter at 50, he would deliver to the defaulter’s clicmt, 
if th(^ latter wore willing to take; up the stock ; or, if that 
were not possible, he Mould buyback at 48 (hamnu'** pricjc), 
and be credited .€2 for evc’ry £100 of stock, which difEeTeric-e 
he would^siibseqiuaitly claim against tlio defaulter’s estate. 

Temporary Regulations, 1915 — kk>r ('igiit years after 

the outbreak of war in August, 1014, the Stock Exchange 
was controlled by the Treasury. During this time Account* 
dealings were suspended. They were not resumed until 
May, 1922, butf British and Dominion ^lovernment issues 
were left on a cash l>asis. 


During the first five months of the w'ar the Stoclc Exchang'b 
was closed, and it was re-opened by permis.sion of the Trea.su ry 
on the 4th January, I9J5, subject to cerftiin conditions which 
were deemed necessary in the •inten^sts of the pui)ljc. Tlie 
object of the^Tentporvy Regulatiouj^ imposed by the Trea- 
sury was {a) to safeguard*the Loudon Market against forced 
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realizalioii of sotjuilies and against o|)(‘.ia1 ions for the purfAosn 
of deprossing prices, ajid {h) to close the Market absolutt*])' to 
the eiu'iny. 

Tlie regulations antliorized tlie CVanniitlee at tlieir discre- 
tion to tix a niininunn })rh*e. for any security below w liich no sale 
may takt^ ])lace,' and provi<ie<l, ainong othra' things, that 

no new ‘ time bargains ’ be aJlow«‘d.” At. th(ysame tina^. t he 
'.rreasiiry formulated a sclierne, in wliieh the Hank of t^ngland 
concurred, \vJuvr(^l)y .Account to Account loans could Ix^ con- 
tinued, subject to })ayinent of int(ir<?st fortuightly, until a4ter 
tlie end of tlie u ar. ElTeet was givaai to t his scheme in a sid of 
Emerg'ency Rules^ issued by tlie Comnhtl(o>. 

With tlie sus[iensiA>ri of Account to Account dealings 
lailling and Ixuring naturally ceased. Ojitioiis also eeasc'd, 
altliongh eall options were still offered by ‘‘ outside'’ dealers. 
It was therefore impossilile to spi'cnlato for- a fall in jirices, 
and the only way to speculat<‘ for a ri^;e was to buy a call 
ojitiou, or purchase securities for cash. Speiaila.t ois sia^aMMled, 
however, in increasing the value of tlasr ofioratlons by pur- 
chiSsing on a margin of say to 20‘!o of the value of tlie sliar(;s 
pnrebased, the latter lieing depositiMl with tlio bank or liroker 
as security for tlie amounb advanced. 

The fixation of minimum jirices and the abolition of bearing 
liave the effect of jaeveuting sudden ])ri(*o doprcssioii, Init the 
inlit^rent^ value of a security d^epends uiion tlie beu(>fit an 
invt^sfor can derive from it, and camiot bo pornianently 
maintained by restrictions being put in tlie w'ay of selling it. 

Outside Brokers.- T'hose brokmvs and dc^alers wlio are 
not inernliers of a stock exchange are ealledtoutside brokers. 

• Being independent of the exchange, tliey are not bound 
by its rules except in so far as they may happen to 
deal with inside brokers. Most outside bi:^okers advertise 
in the press, and* sonui even run a special nevwspaper 
to eneourage the public To flcal with them, and in addition 
to buying and selling for their clients, offer them oppor- 
tunities for speculating liy buying jo^itions, j^'if'^’hasing 
securities by instalments with a view to resale, and buying 
rnd, selling forward “ on cover/’ ^ 

Outside firms who offer facilities tov operating on cover 
or margin are sometimes known as “ bucket shops.” 
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Provincial Stbck Exchanges. — Inhere aie local stock 
exjc.*.liaiig(>s at Hirmitigliara, Bristol, CardilT, Leeds, Liva^-pool, 
Mancbcstcjr, Newcastle, Edinlnirgh, (jllasgow, Belfast and 
Dublin. 'J'hey are of less iiuportanee than the London 
Stock .Ex(diange, and do not separate the functions of 
brokers and jol)bers. 


Lx Kite IS 10 2. 

1. \Vri1o nol(‘S on iTic liistory of ( bo London* Slock Market. 

2. VV'luit arc jnnrketalilo S(H*m‘i(ies V (Jivo sorne exaniples 
of British ( b.)Vorninen( SecMn'itios, and (‘-x|>lain their nuiiri 
(diaraet(‘risties. Dohiu? “ ('nrrcnu'v Bonxl ' ;x*nd Stc'Hing 
lh)nd.^’ 

■» 

3. Mxphiiu fully ^vhat is nieant by a tA^bonlnre. 

4. Bxplain : lnt<'res| ; DivukMal ; Pirl. Sliare ; Ordy. 
Sliare ; and Jloferred SiiaiM?. 

5. What is the dilborence l)el\\'(M‘n Stocks and, Shares ? 

6. Mf'iition som<^ exaioph'S of InserilH'd vSeenrities, and 
(e\j)lain liow a Ira.nsfoi* of such si^curilies is cil'ected. 

7. What are. Begist(vred Securities, and how are the.y 
transferred ? 

8. Define and give (‘.xain[>h's of Ih'aoa* Seenriti('s, » \yiiy is 
it usual for a holder of bearer securities to ent rust, tin*, scrij) to 
his Ijanker for safe custody ? 

9? Dcruio (a) Chit- Judged Serauitics, and (h) Lloatcvrs. 
.Menticai soukj examples of each. 

10. ExplaiiU ‘‘ Ereo of Iiuamie Tax ” ; Nominal Value ; 
Market Value ; Yield ; lnsuraiH*e against Ihahanidion at Par^ 

11. StaU? the functions of {a) Brolcers, (/;) Jobbers, arid 
(c) Clerks on the l..ondou Stock .Exchange, and the principal 
regulations regturding eacli form of Membevsliip. * 

12. What is, the jobber's turn,” and* wliy does it; vary 

(a) in the case of different security's, fb) in t he casv; of t he same 
.security from time to time ? « (S.A.tp(xJL) 

13. PNplain ; Marking ; )St‘ttling llooni ; Name Ticket ; 
Split Ticket ; Contract Note. 

14. Witliout going nnlo details, make an approximate 
statenx^nt of tlie fees and diitie.s ])ayable on tlie transfer (^f 
registered se(;urity5s, i^nd state to wjiom such e:^penses are 
chargeable. 
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15 . State what \oii consiiler would be tb:^ advantages* and 
disail vantages of lixing ininiinnm j^rices for marketable 
.seeurities, and jmiking “ })earing ” on the Stock Exclauige 
illegal. 

16 . Explain : C^^nt ango ; Backwardation ; Option ; Out- 
side lirolcer ; C-over. *’ 

17 . VVTite not(>s on Buying-in ” and Selling -out ” ; 

Default ; Insolvency ; HanniKa’ Price ; Emergeney Rules. 

18 . Define carefully (he word “^dividend."’ Explain (aj the 
terms “ ox div'.” and cum <liv.'’ as used in relation (o the 
pric^e of securities, and {b) t he difhu'tMice betw'tam a divid(aul paid 
on shares a.ndia dividend }:)aid from a nankrupt’s estate. 

(U.E.l.sw.Adv.) 

19 . How would you distinguish belue<ni a speculation and 

an i lives tmi'iit ? (S. A.tpc.ll 1 .) 

20. State shortly the meaning of the following terms and 
abbreviations : 

(a) C[). (b) (‘.X nmv. (c) Opt ion dei'laral ion day. 

(d) e.\ in. (c) L.S. 
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Enterprise. — The lir,st aim of any ne\^* bu.sino.ss unit is 
cither (a) to acquire an interest in or control of an existing 
undertaking, or (b) to attempt a new undertaking. The 
latter is the more risky course, and for tliat reason tfie 
individual of small means is usually more interested in the 
oifer of an already establisJied bu.siness tlum in proijosals 
to create a new one, because in considering such an offer 
ho may ascertain before conjmitting himself exactly what 
profit the would-be Vendor is making. 

Bu3»ing •a Business. — Small retail businesses not infre- 
quently change hands tlirough the introduction of wliolesah^ 
firms, who are ^♦ometiracs asked if any one of their customers 
wishes to dispose of his business ; but the press is probably 
the most potent of all intermediaries liotween buyers and 
sellers of business interests. The in.sertion of ono or two 
advertisements, in the trade journals, or* a perusal of the 
‘‘ Businesses for Sale column irl the daily press, will soon 
show a would-be purchaser that there are many jjeople only* 
too anxious to sell. . Another method is to apply to a 
transfer agency, but of course a commission has to be paid 
to the agent if busjness results.* 

Perhaps the most obvious question that arises m the mind 
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of Iho shrewd Vniyer is : Why does the prosoiit owner wish to 
sell ? "Pile reasons most coniinonly given are : 

lll-h(>altii ; 

“ doing aijroad ; *. 

Leaving the neighbonrhiAod 

dapital roffuired for other purposes ” ; 

Deal li of th(i Proprietor.” 

Tliero is nothing to criticize in the last-mentioned reason, 
but tht> oth(.M\s may, or* may not, be satisfactory. 111-liet^lth is 
often t he resnlt of non-snecess, and if bettor attraction elsowhcro 
dcK'ide the owner to sell np, one won(|ers wliether tlie business 
offered for saie has an,\- attract ions at all. 

A man retiring from business on account of advancing years 
may, insteajl of s(tli}ig outright, ]n]t in a mauagi'i* or junior 
fiartner under an agreement by w'liieh the l)usiness passes into 
the latter’s hand!< altogether after a term of years. If tlie 
terms of tlie agreeuK^nt are all »‘ig)it, no method (.‘ould bc^ safer 
or more satisfactory from the buyicr's ])oint of \ iew. 

Whatever tln^ vendor’s motives may be, t]\(i }>rosj)ective 
buyer is maiiily int(‘r(‘sted to S('e wbat the net profits have 
been for the last few years. The amount of capital required 
must be in keeping witli the size of the ]:)rofits, and if the 
books* of account liavo b(‘en kept propcaly and eertilied 
correct by a reputable firm of Auditors, tlui net profits will 
bo eorreetly shown, in small retail busiiu'ssos scientific 
accounting is the exception rather than tlu^ rule. The 
prosperity of such a business may best be judged on the 
basis of the Returns (he. the gross takings), the Expenses, 
the Average Profit in amonnt and as a percentage of sales, 
and thd Average Stock. The vendor must; of course, sub- 
stantiate Ids statements by producing ])roper rof'ords. 

As regards the materi^il assets which are to be sold with 
the business, the vendor will first sliow^ details of these in 
a Balance Sheet, wlpcli will also reveal the extent of Ids 
liabilities. 

For purposes of illiistration wq will imagine that a young 
man wishing to take up a retail business on his own account 
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has received arf ofTer which seems to be worth considering, 
and is shown tlie following l)alanc(^ sheet : 


ASS MTS 

AND 

LI ABJ LIT! J^:S 



as on. 

31s 

t Januarv, 1023. 



Dr, 





5*. 

• £ 

,s. 

d. j 

£ 

.s\ 

(/. 

To Sundi'v^ (Jrc<hlors : 



Rjj Casli in hand 10 

0 

0 

Rent^ Rates <b 



at hank 100 

0 

0 

^ Insuranre - 25 

0, 

0 

,, Sundry Dt'bfors 



Taxes - - 10 

0 

0 

eioo 0 0 



Trade Creditors 25J) 

0 

0 

Jess^CC 4 0 0 



lFr/f7e.S‘ - - 15 

0 

0 

' - 150 

0 

0 

,, (\‘ipital - - 1,700 

0 

0 

,, Stock - - 1,000 

0 

0 



,, Kixiurc's 125 

0 

0 

£2,000 

0 

0 

1 ^ £2.000 

0 

0 


I'he (,!ash is not, of course, for s}di‘ ; tluao would bc^no 
sense in buying cash, if, instead of having £l()t) to his 
credit at tlie bank, as above, tlu? venclor had ovei’drawn 
his account, Ik^ would ])robably scdtle that himself. 

Tli(^ Debts due to and ow(^d by the firm may b(‘. taken 
over by the 2 )urchaser to (‘ollect and pay, or the contract 
of sale may provide that the vendor pays his own del)ts 
and collects his own accounts. In any case tin? |Jiutc baser 
would not be likely to pay full net value for the l)ookh]ei>ts, 
as he mi^ht not be able to collect them all, and some of tlie 
debtors 1 night keep him waiting a long time. Allowances 
would be made for discount, and for bad and dou])tful 
debts, or the? book debts would lie collectc'd on behalf of 
the vendor. 

Stock and i^'ixtures usually re|iresent th(> gr(‘at(‘st value 
in the transaction. In the balance? sheet these are showji 
at the vendor^ valuation, which may^be higher than the 
})urc}iaser is prepared to pay. in in any castes botli parties 
agree that the stock and fixtur(?s shall be transferred “ at 
valuation,” which means that’ a licensed valuer will be 
employed to value 'the property, and both jiarties agree to 
accept his estimate %as correct. 

So iar, then, the pmchttsel’ pays for the stock, fixi-ur'i^s 
and any other assets taken over, fit an agreed valuation, 
minus the amount of any creditorsjeft to him to deal with. 
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But this is not all. In addition to aoquimig the tangible 
assets nicnitioned above, tlie newcomer has the advantage 
of slipping into his predecessor’s shoes — of serving his 
customers, and continiiing the business ift full swing. If 
the business is a profitable one this pfivilege is worth 
sonu'thing. It is called Ooodwill.” 

Goodwill. — Lord Eldon defined goodwill as “ nothing 
more than the probability that tlu? old customers will ret^)!*! 
to the old place,” and it lias been descril)ed l)y another 
judge as the chance or probability that custom will be 
had at a certain place of business in consequence of the way 
in wliicli that business has been previously carried on.” 

The sale of goodwill involves an implied and legal 
undertaking on the part of tire seller tiol to canvas any of 
his fornKU’ customers. Usually the buyer requires this 
undertaking to l>e extmided and deiimxl in writing in the 
form of a Radius Agreement. By nutans of such Jin agree- 
ment tli(i sculler undertakes to ref ruin from opening up a 
business of a similar nature within a certain radius (say 
five mites) for a period of say five or ten years. If the 
retiring ^owner ’s motives are sincere he will not object to 
signiifg a long agreement. * ‘ 

No radius agreement is enforceable against a bankrupt 
whose business is sold uj) by order of the court fo safdsfy 
his debts. 

Goodwill is not always attached to a locality, and defined 
dll a radius agri'cnumt. It may extend all over the world, 
and a registi^red Trade Mark is often an important part of it. 
In this connection it should also be remembered that it is 
not })ossiV)le to assign a trade mark unlesH' together with 

the goodwill of the business to which it attaches, 

• 0 

- As to how much ought *tO be paid for goodwill, that is a 
problem for whieli no golden rule could be formulated. 
The value of goodwill is whatever thc> purchaser is willing to 
pay,^ and the vendor to take* for it. The buyer may take 
the goodwill on the basis of a ‘'^thtee years’ purchase,” 
which moan}^ that he agrees to pay for it a sum equivalent 
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to the total net |)rofit.s realized during the last three years. 
The aggregate net profits from two, tliree or any nundier 
of years’ trading form a convenient basis for agreement 
between the veAdor and purchaset, l>ut the number of 
y(jars that would Vei) resent a fair price must depend entirely 
upon circumstances, and to a large extent upon tlie tendency 
of profits to increase or decrease, as may be seen by com- 
paT'ing these two eases : 


1919 

14u.sinfsM A.” 

£800 

Oil sin css “ 1 

£1,200 

1920 

hOOO 

1 ,000 

1 92 1 

1,200 

800 

9\:»tal Net Profits - 

£3,000 

£3,000 


In l)()th cases ll\(^ aggregate net profits for tlirc^e > (‘ars 
ainounf- to £3,000, Init it is (^asy to sec? whicli of the two busi- 
nesses appears to be the more promising, li^ven thouglh 
however, allowaiico l )0 made for thc^ tendc^uc-y of profits to 
iiKM’case or (hnsroase, tlie net prolits thems(?lvos may be a 
deceptiv^e (a’iterion of what the !)usiuess is likt^ly to be worth 
under differt^nt manageinent. 

it sliould bo noted tluit '‘ 3 years' j)nretias(^ ” wog^ld l>o a 
very stiff price for goodwdh in the case of most small ’retail 
businesses. The vendor might be satisfied with one year’s 
purchase, *or a ronrid. sum, say £100, or nothing at all. 

In the retail, wliolesale and mamifacturing trades it is at 
least probable^ that the newcomer will be jible to keep the 
customers together if he lives up to the reputation of his« 
predecessor. But in the professions sucli is not the c-ase. 
The goodwill of a iloctor, a dentist or a solicitor lies mostly in 
his own persoiutlity and skill. The same applies \o trades 
such as tailoring, where the personal element is strong^a* than 
in inoro buying and selling. 

Another question which may influence the value of good- 
will is, whether the*b^siness is carried^ on on a cash or a 
credit basis. If a trader has been in the habit of allowing 
his customer& lon^ crtJdit^ his successor will probably have 
to do the same. 
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The valuta of goodwill may be iiifluenecd by the? terms of 
the lease, if the premises are taken under a more than 
usually favouralde agreement, that alone is wortli some- 
tliing, whereas an onerous lease at a high rental must act 
as a deterrent to the ])rospective buyer. 

Geiua'ally speaking, goodwill lias no saleable value at all 
unless the pi’olits are really attractive, and sufficient to 
induce tlie prospective buyea* t/) take on tlie l>usinf‘Hfci in 
preference to starting a new one for himself. Quite fre- 
quently a purchaser cannot be found at all, although 
nothing is asked for goodwill, because the stoci; is too largic 
or unsuitable, and nobofly can lie persnad(M] to buy it except 
at a ruinously low; valuation. But many a decre]>it business 
lias been lirought* liack to life and ])ros()erity Ijy the jiro- 
prietor himself floating a com|)any to take it ov(‘r. 

in all cas(>s flic ]yros]H'c( ive lyviycr is enl itk'il, to a thoron^fi 
insj>cctiou of tlu5 })()oks, and the s(>i*viccs of an accountant 
are frequently .smnnionod to inako a (nopor f'c()or(. Jf tho 
vendor doceiv es tho purchaser by misrepresentatiou, the latter 
is legally entiflt'd to claim damages to th(‘ extent of liis loss 
t]irt)Kgft such misrepresentatioiV; .fait sueli things are dinicult 
to prove aft(M* the event. 

Tlic projirietor who has built up bis own biisinc^ss does 
not usually include goodwill at all in his accoiints or balance 
sheet, as it is not a sufficiently tangible thing to include 
among his assets. I^lvcn if ho is certain tiiat lie could sell 
his good,w'ill if he wished to do so, the pro|)rietor could not 
asceitain its value without selling it. If a ])usiness is sold, 
the buyer includes goovlwfil as an asset in his first balance 
sheet at the price he paid for it, because be wants to show 
that the various assets he has jnirehased, allowing for 
liabilities, total ujf' to the purchas/^ price. Each year or 
,half year, when he makes otitvi fresh balance sheet •he will 
reduce the value of goodwill by or '20% or more, 

until it disdppears altrjgether. 
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If at a futuixT (lato tlic purc-haser .should Ivish to sdl his 
business, or takes a partner, the question of goodwill w^)u!d 
crop up again', and, as in the first instance, it would he a 
matter for bar^aiyuig . . 

Eor purposes oi death-duty the ('Commissioners of Inland 
Jtevenne as^rs^ tlui value of goodwill if it has not yet been 
sold. Their assessment is usually considerably below the 
figure tile goodwill would b(‘ likely to rt'alize if it were sold. 

Ciioice of Site for a New* Business, 'fo a retailer whose 
business it is to attract the shopping public^ a suitable sit(> 
where'. ])cople '' go shoj^ping ” is essential to success, and an 
('xtra £50 a yc'ar in rent may mean £500 a year more prolit. 
A dealer in necessaries,” on the other hand, may make a 
fortune in a vvorking-class iKvighbourhood; w’^here thi^ turn- 
over is good and the r*at(i of prolit satisfactory. 

For a mail-order business the city lias at least the advan- 
tage of faeilitaiing supplies. But a wholesale wartvhouse- 
man mu.st oceujiy a central position with good communica- 
tions, for lie wants his retail customers to come from neigh- 
bouring towms to see him. 

The question of k'aso is ivin>ortajit. Jf prc'-mises an? taken 
on a tw'o or tliree years’ agreoinent the tenant is «t the mercy 
of th(^ lan^ilord at the expiration of tJiat time, and if the 
noighljourhood dcwi’lops and lousiness bc^cornt^s eoi*ros])ondingly 
nu^ro })i isk, llic [andlor<l will not fail t o raise the rent. On. tb<> 
otlier hand, a long lease means worry for notliiiig if tlic business 
sliould ])rovo unsuccessriil. In siK^h an invent llie tenant r:an 
sell t-be r<anaining tenn of tlio k^ase, but h(^ is still Jialilo to 
tlie landlord for r^nt and maintcauiuco if the sub-tenaut makes 
default. He can only transfer bi.s liabihty’on the Icaso wath 
tlio consent of tlio landlord, whicii tlic latter would not 
likely to give uuU)Ss be bad reasoi^ to believe that the newc 
tenant was a substanN'al person. If t he landlord can be got 
to agree, a shrewd way is to start oif witli a short lease, and 
get the (H)ti()n of reuewaih 

In choosing^ a site fpr the erection of a factory maliy 
more con.siderations have tt) be studied. The manufacturer 
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is much loss bofuid to the town than the lyercliant, though 
in the case of subsidiary trades engaged in supplying 
material or comi)onont parts for other factories, proximity 
to customers is of course desirable in .order to obtain 
business and to secure prompt understanding on details 
concerning the execution of contracts. 

A site in the country or outer suburbs is cheaper than 
a town })Osition, and usually ofTers more facility for exten- 
sion as the industry develops. It is not always easy, 1k>w- 
ever, to obtaiji labour in rural placf;s ; the town attraiits 
workpeo])le more than the tranquil countryside. More- 
over, Iiousinj^ accommodation is not alvv^ays plentiful. 
Prompt supply of raw material and aecjessibilit}^ to markets 
are important faotors, and in the heavy trades a railway 
siding or a canal alongside the works may save in cartage 
thp difference between a jirotit and a loss on working. 

A merchant may successfully ]Tlan his office or w^arehouse 
to tit the premises at his dis])osal ; but to ol)tain technical 
efficiency in manufacjture the scheme ought, if possil>le, to 
be planned beforehand by experts, and drawings of and 
detaiJe?! reports on various <dtes compared. A copious 
supjily of water is indis])ensable to some industT’ies, and for 
others the l()(*al restrictions regarding smoke aruPpoif^uoUvS 
fumes may be of great moment. Space for storage', dump- 
ing of slag, etc., and the possibility of exterfsion, the miide 
oi tenure, local bye-laws, dr*aiiiage and availability of gas, 
elcctricaty, wabu* and j)ower are otlu'i* items that must 
figure ill the ixqawt. 

SotiK^ activities are (>f course inseparable from the town, 
where accessibility to t^jfe port, to customers, trade ex- 
changes, the banks, post office, etc.,, cannot bo sacriticed 
to any other considerations. Similarly, in the case of 
banks, insurance companies and t!ic like, the prestige of 
*thd concern depends to a great extept upon the occupation 
of imposing buildings in a suitaWe environment. 
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Capital and fegvenue. — -In all business uffdc^ttalvings the 
nature of Rc^venue is such that it follows, and is indeed the 
resTilt of Expcniditure : the trader or producer must have 
some saved-up iacome or wealtli with which to start and 
maintain his entoprise. This saved-up Avealth is called 
“ Cafjital,” or Fixed Capifnl when it is used to a(?(|uirc 
asvsets for permanent use in trading or manufacturCj and 
Circulating Capital if it is spent in goods or mateiial to he 
turned into goods for sale. 

The financial accounts of a business may be divided into 
two categories, relating Tespectively to (a) Capital, and 
(/>) itevenue. Monciy received from shareholders in pay- 
ment of shares and money borrowed for Jong p(?riods, belong 
to the first class, whereas money recei\'ed'trom customers in 
the ordinary course of business, or from bills dis(;ountod 
and short loans in anticipation of paynuait by customers, 
is classed as Revenue. On the other hand, Capital Expenditure 
is expenditure on fixed assets, wliereas Revenue Expenditure 
consists of disbursenients for goods, wages, etc., and 
establishment charges. 

In considering how miich capital he will requil'c* the 
industrial undertaker must first ascertain the amount tliat 
will 1^1 vc io be raised as fixed capital, to purdiase and instal 
the necessary e(£uipm(mt. In addition to this, money will 
be required tq purchase material, stores, fuel, etc., and 
pay wages, salaries and general expenses ; but money laid 
out for such purposes, and in execution of orders received, 
may be expected to return in the prices leceived fbr the 
finished product, to be invested again in the work of manu- 
facture, and thus to circulate in and out of the under- 
taking, always leaving something behind — it is hoped — for 
profit. The amount of such circulaMng capital is in most cases 
less than that sunk in the fixed assets, and may even be sup- 
plied by the raising of loans on the secqrity of such assets. 

In the merchant’s bwdness, however, it is the circulating 
capital •which predominates; fbr the merchant’s business 
consists of exchaiigin^ money for goods, andf without 
altering their form, turning the goods back again into 
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nioiK^v. Salaries and wages, which must afso be jjakl out 
of the circulating capital, arc of comparatively small 
im|)ortaiic(N for tlui merchant must work on a kirgc turnover 
and a small margin for expenses and })rolit. The fixed 
assets of many large cfommcrcial undertakings, having no 
productive equipment, warehouse aco)TinTU)dation or 
\ (‘hi(‘les of their o^vn, aix' (*011 fined to tbe officii furmtiire, 
typewriters, etc. The capital of the large? retail und(?r- 
takings, liowevcn', is invested to a greater extent in fixed 
assets, consisting oi a more costly interior, and, in m^ny 
cases, buildings and equipimait purchasc'd by tlie company 
or specially (h>signed for the purpose # 

In llu? first instama? business undertakings are usually 
financed by tlieir own prf>prietors ; the sole trader who us(?s 
his own capital, the moni(?d partner of a firm, the sharc- 
Jiolders who risk tluMr savings in a cora])any, the founders 
of co-ojKTati\a> so(*ieties, etc. Part of the ca])ital may b(? 
borrowed, how(?\(vr, and a coni|)any may in tlic sanu' 
|)rospectus invite the [nililic to subscribe for shares and 
denentures. 

Tlio original slum? and loan capital n)ay be increas(?d for 
purposes of ext(?nsioii by 

1. Issuing now shares ; or 

2. Issuing d(‘b(?ntures ; 

and tiu? capital resources of a firm or (*om[)any may be 
further increased by 

Pj*iva(o t)on‘o\\'ing foj' Ioiuj: })<‘riods.* ^ 

Temf)orajy additions to tiie (areulating Ca[)ital are made f)y 
disconnting bills, and slioiT term borrowing, wtieroby tlie 
PMtroprermir may increase his turnov('r witliout incurring 
a permanent burden of debt, on wliicli interest must be 
paid. Moreover, short loans may be obtrjined at ch(?aper 
rates than long lorn is. 

Issue of Capital. - Sharps offered for public subscrijdion 
are of course payable in cash ; but (•onsideration for other 
shares may be giv<;n in kitid, as whew for instance a com- 
pany is formed to take over an existing undertaking, and 
^payment or part payment is given,^ in shares of the new 
company. . Similarly Founders’ '' or Management Shares 
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are issued in exeSaiige for assets contributed to the under- 
taking, or for services. 

A prospectus inviting the public tc) takci shares usually 
requires applicant's to deposit part of the nominal value 
(not le^is than 5%) on Application, a further sum on Allotment, 
and the balance at specified dates Avlien tlu’* company \vill 
make Calls on the shareholders. Tlius, where £1 sliai'es 
wert^ issued, the terms of issue might be expresserl as : 

25 . Ur/, on A|>piieation. 

Is. Ur/, on Allotinent- 

05. OrL on Ist Call, loth July. IU22. 

55. Oil. oTi 2nd aii'l l-'iTKil ('all, lUlh ]t)22. 

205. OJ, 

The Form of A[)plication attached to thc‘ ])ros|)(x:tus 
usually states the name of the company’s bankers, to whom 
applications and cheques are to l)C sent. If tliis is done, a4l 
the financial work connected with the issue is undertaken 
in the ‘‘ issue Departmertt ” of the bank. 

''riie Application l^ist is submitted to the directors, and 
Letters of Allotjnent are sent to succ(>ssful a[)plicants. If 
the issue be over-sul>scribcd. Letters of Regret ar(‘ sent to 
those persons whoso applications have bt^en rt^u^ed, 
together with a (Jieque returning tlieir applic'ation money. 

The#artiiiles may prov ide that the company lias the right 
to agree to a surrender of shares, or to forfeit the s}uir(^^ of 
members who f^il to comply with a Call Notic^v 

The Authorized, Nominal or Registered Capital is tiie- amount 
of capital stated on the Memorandum of Association, 
and on which diity is paid. That part wliich is allotted 
to vendors anc} offered for subseri])tion is eallf'd the 
Issued Capital ; any balance" not issued is t(;rmcd the Unissued 
Capital, and may be^ issued later without altering the 
Memorandum. Clearly the Subscribed Capital, viz. that \vhieh 
has been actually tak^sn up, may be of less amount 
than the* issued ^capjtal ^ and of 'the suliscribed capital part 
may be Called-up Capital anckpart Uncalled Capital. The actual 
money received from shareholders W termed the Paid-up 
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Capital. Any amount of paul-np (jajiital A\hic}) may have 
becm snrrtMuh'i’ed or forfeited is sliov ii on iht' balancio sheet 
as a liability, until such time as it may be rc‘-issued, and 
taken u|) by anotlier shareholder. 

Sliares and del>entures may be issued at par, or at a 
premium ; and debt^nt iires may be issued at a discount. l>ut 
it is illegal to issu(> shares at a diseount, though a Commission 
may be allowed to Brokers on snbseri])tions obt.'^jiied 
throug]} them, or to Underwriters who guarant<‘e to tak(^ 
up aiiy balanec of shar(‘s not a|)plied for to safeguard tl\e 
(‘om])a]»y against th(' risk of having to wind-uj) Ixa-ause th(' 
minirnnm snliseription (p. I(>) has not been n'ceived. 

Jf shares or debenture's are issiK'd at say £102 for every £100 
fa(‘(‘- valut', tlu' premium of £2 |.(a- ('(‘iit. may b(^ r('gai’ded as ii 
profit: ; ))ut it is usually' entcu'ed as a. Iiescrre on tlu' liabilit ies 
Side of the fjalauee, slu'e',. 

If dehentiu’es an' issued at say f)7, t lie dis(*oimt of £2 jisr ecid . 
is sJiown as an ass(‘t ie^ the liaiauee shi rt, I'ithri' S('])aral, (‘1 v 
or iueluded in the PrelimiNorj/ Px'fM:hse->\ JSuch as.s(.ds at'e 
gradually ‘‘written olf’' out of pi'ofits, in the tsame way as 
tlie amount jiaid f'oi‘ ({oodwill. 

'the date on which every call will he tuad(^ is usually 
stated on the prospectus. If, howan er, jiart of tlie '‘a|)ital 
is to remain uncalled for an ind('iiiiite time, the unpaid 
j)07’tion is a coniingcnl liabililif on thr^ shai^'hoiders, who 
may be requir^Hl at any time to (‘omplf'te the amount. 
Many hanks and insuranee eoinjianies havt' a large iineallcid 
capital; but the Articles wall be found to contain a proviso 
that the vinjiaid" portion shall only ho called in the event 
of a winding-up. The uncalled (sipital affords additional 
security to creditors, ))ut it is a hiudrancic to sliareholders 
who wish to sell their shares, and it is doal)tful whether, on 
the A\ iiuling-up of a large e()m])a.r\>, Avhose shares are in the 
hands of both rich investors and thosp oh limited means, 
t he full amount could be called in. If no restrictions arc 
placx'd on trjinsfer the security is far less. 
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ExAMriiK. — Suftposo a coinj)aiiv is floatod to purchaso aiul 
develop a iTmf\afa(;tni‘ing business, tli(‘ Vcavdors agief-in^^ to 
sol I dor £‘^00,000, and to a(a*»*pt payuK'nt of half tlie |)urclKise 
price in cash, aijd the balanct' in siuin's. 

The Company l)^s been regislered wil li a Capital 

of (say) - • - - - - - £r>0(),0t)0 

Of ii^iich (ire. offered for Public Subscrip! ion - 

150.000 7 Cnnuilalivi' Preference Shares of il ('ach and 

200.000 10 To Ordinary Shares of £1 each. 

• And issued to the V3ud(jrs 

150.000 Dc'ferred Shar«>s of £l <‘aeh. 

500.000 

Assume that the Ii50,00t) shares ot‘l'ei’( <i to IIk' pul)lic hav(^ 
be(ai fully taken u|), l)ut that 200 shart-N (on wliieli £100 had 
b(Hai paid) hav(' ]) 0 <a\ surrendered or forfeit('d, and £900 remains 
due t o th(> Company in ros|)ect of Calls in ari'i^ar. 'J'Ik' ( ^nnpany 
lias t iKaxdore re(*ei\ (Ml from its s}iar<‘])oMers in Casli - £2199)00 
Out of uddch Sfiui ore paid 

(rt) the Preliminary Expens(5s incurred 
in Hoating the com})any, includ- 
ing brokers' commission, say - £r),00() 

and 

{})] half the Purchase Price |)ayable to 

the Vendors in cash as agreed - 150,000 

155,000 

Leaving a (/ash Jtalauce of - - - £191,000 


Tlic* (/oiflpanv's affairs might now f>(* roughly .staled as 
follows : 

ijAmriTirs. ; A'<^l■:TS. 


.Siil)«^(U'n)C(l and I'aiil-iir 


1 o.'jsolotl<l 10(»iKr{,\ 

4:;:., 0(10 

('.ipital : 


I'l.to.t . .Maohinor.v ojul I' iMni i 

1 i .-..OdO 

laO.OOO 7'.";. Cum. J 

i*rof. 

SI 1 ii-U-in-l r.'oit: 

00,000 

Sliar(*s (tt C i rir>0,‘)00 ; 

)hnid\\iil - - . . 

00.000 

Dt'i/iict. idOO rtliarcs 




for foiled - 

200 1 

, i JOo'r/xf s,} Uficr ) - - • 

■O’.OO.OOO 



,4:14'.) 

',800 : 

t’roliminiO \ ! .>^)rn'-os 

.'>.000 

DeiOu'l Calls in • 

1 

Ca^i at Ihuik 

104.000 

a 1 roar 

joo 1 




JCIIOAMO 1 



‘200,000 10'’(, Ordv. Sharos of 1 



4: 1 each - - .VAJOO.DOO ' 



.Oed?Act Call.s in 


1 


a tToa r - 

aOtr ! 



— 

iVO.aOO 



ir)0,000 J)eferro,(i Share 

i.s of 

- J 50.000 " 



.111 oacn, tnlly paid - 



T’orfeited Shan's. A/c 

• • 



(Amount paid) 

¥)0 




V.400,000 

j 400.000 
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G8 ^rilADK, TRANSrORT AND FINANCE 

In issuing shares of dilTerent kinds, or debentures as well 
as shares, tlie intention of the directorate may bo to attvact 
tlu^ largest number of investors. Flie prudent investor 
can 1)0 p(‘rsuaded to apjdy for debentujes or preference 
shares, whereas ordinary or deferred shares would offer 
greater attractions to tlie sj)ec‘ulatively inolined. 

V(‘ndor‘:s', Founders’ or Management shares usually give 
a d(‘ferred right of dividend: The willingness of' the 
vemdors or founders of a business to forego [)artici[)ation in 
])rolits until tne money subscribers have had their dividend 
is a sign of good faith and eonfideiice in the undertal<ing ; 
at the same time such deferred shares may give the vendors 
or founders tlu^ lion’s share if tlic business is successful. 

In raising additional capital for })ur})c>ses of extension, 
the directors’ sole; consideration sliould bo the interests of 
present sliare and del>enturc holdeivS. Members of a 
pros})erous com])any liave no desires to share their bemofits 
with outsiders. Hiey may therefore rc^solve that tlie fresh 
(;a|)ital required be raised }>y the issue of debentures or 
})r('f(U'ence shares, whicli will only absorb a limited amount 
of the profits, or, if debentures have already l)een issued, 
to issue “ 2nd d(‘l)cmtures ” on conditions which shall not 
prejudice tlie interc'sts of holders of tlu‘ fiist serigs. What- 
ever the tc'T’jns of the new' issuer may be, l)ut paTtieularly 
where now shares are to rank pari passu witli other i)re- 
ferenc'e or ordinary shares, existing sharelioiders are given 
a pjior right to subscribe for tlie new shares. Jf tlu^ issue 
is attractive, such rights increase the value of tlie old 
shares, making a dilferejiee between the '' cum new ” and 
“ ex new' ” quotti,tion. The right itself may be transferred 
by means of a Letter of Reanneiation. 

A prosperous company may increase its share capital in 
order to bring dividends into more reasonable proportion 
to the nominal value of the sha-res. Extraordinary profits 
may also bo disposed of by means of cash bonuses dr bonus 
shares distributed among the shareholder^ Where the 
numhor of founders’ Vr bonus shares for which no cash has 



Ill 


NEW UNDERTAKINGS 


69 


been paid is excessive, the eaj)ital is said t(^ be " iraUyrcd/' 
and naturally the more the ca pital of a eompaii}' is w atered, 
or iriHated, the h^ss will be the dividend payable on the 
cash shares. . 

• • 

Ways and M^ans. — The duty of the Cashier, Chief 
Accoiuitant, or other official in charge of the Financutl 
De/partynenl of any business, is to heep accurate records of 
income and expenditure, and to provide tlie management 
witfl reliable atid u])-to-datf‘ ligun^s to enable them io sliape 
their business policy irj accordance with aviiilable funds, or 
to find more funds if necessary. 

In a company tlio Heeretary is usually answeralile to the 
direcjtors for tlie woik of the Financial Dcpal'tment, and 
reports periodically to them, or to a/ Finance Committee 
appointed by tlie Board, 

The following is a ty]>ical exain])le of Financial Return, 
or Statement of Ways ami Means, submitted to the I^dnanee 
Comniitti'c of a (Mmpiauy engaged in importing and general 
merchant busi ness. 

8TWrEMt:NT TO FINANCE COMM ri'Tt: Ik 
Dated 2t)th iSept., 192.‘h 
Resources, 

£ .S'. (L £ *•, <L 

Cash ill hand •- - - - 52 14 (5 

On Cm renl A/e - - - 1,140 5 4 

1,201 19 10 

On Deposit A/e ------ 1,500 

Bills Receivable, ^(ue Oct. - - 4,094 14 9 • 

duo Nov. * 2j'6o2 5 

• , -- — 7,640 18 2 

Outstanding A/cs, duo Oct. - 142 15 10 

due Nov. - * U)2 8 9 

• (i06 4 7 

liivestmorits ^ . 2,250 - - 

Grace^ield ” shipment, due 151^ Oct., approx. £9,000 
“ Mario Theresa ” • 10th Nov.^ ,, 4,500 

Burmah Contract : Prog resi# Payment due SOtli Noy., £550. 
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Commitments. 

.£ y, d. £ s. d. 


Bills Payable, diK' Oet. 

285 

10 

4 

due N^oy. 

:m 

14 ‘ 

8 

frade ('Creditors’ A/cs, 'due (let. > 

50t 

7 

020 11 - 
7 

due Noy. 

801 

•12 

0 

t’s t a b I is 1 11 u on 1 ( ’ha i'pes 

iticdudi ug Salaries (say) Oet. 

190 


-- 1,300 - 1 

Nov 

190 

- 


1 )el)oiitui‘e ijiti'iT'st 


— - 

380 

Ob idends - , - 

- 

- 

■ - 

Our slhp}R;'i*s at 'ranjyier, l labilj 

► tad id 

Co., 

('stimate tlicMr 

re<[uii*einents I'or Oet.ober 

pure liases 

aud 

shi|)ineuts as 


{‘ollows *' 


Oet. 3 P.T. F 

rs. 20,000 (>e 

50 sav £400 

10 , 

, 20,000 ,, 

, 400 

,, 17 . 

, 20,000 

„ 400 

„ 24 „ , 

. 20.000 ,, 

400 

„ 31 ., 

,, 12,000 „ 

, „ 240 


(say 

) £1,840 


Botli in tlie accounts of tlie company and all financial 
returns, Cafiital lleccipts and Expenditure should be 
reccjrdod scparatc'ly from 'Rpvenue. When shares or 
debent iiriis are issued a .so]>a.rate current account is usualh^ 
r)p(aied at the bank, to which application, allotment and 
call moneys arc debited, tlius keeping receipts of capital 
(juite distinct from ro\a)nue. It is convenient to extend 
the principle l)y drawing against tliis accouiU for payments* 
to vendors, (contractors for extensions, and all capital 
expenditure, so that the credit side of the account shows 
Imw the capital has been applied. ^ 

The Balance Sheet. — Definition. — The balance sheet (B/^^) 
of a lousiness is a conciise statement of its financial position 
at a certain date. It is usual to arrange the property of the 
lirm, including oii^tstanding accounts due from customers, 
etc., on the right-hand siclo of the balance sheet, 1 leaded 

!t\ssets ” ; and tlie debts owing by, the f rm on the left-hand 
side, headed “ Liabilities.’’ ^ 



A I)alancc sfitel is not iiicrcly a statoinent of ass('ts and 
liabilities. In (;fl’d{>r to de|)ict faithfully tlio fmaneial 
posdion of the undertaking, items must bo inserted in the 
balances sheet whicli a?“(^ neitlier ju'oporty nor del)ts. Su(^h 
items as Ihdhriinarij Expenses and Dehrninre Discount are 
iiK^iuded anu>ng the ass(vts in OT-d('r to ;ii'eount foi- |)art of 
tlie amount shown on tin) other side for paid-uj) (;apita' 
and debentures. Among the ]iabiliti(vs ap|)ear sueli items 
as •RcservC: Vorfellcd Shms^ Share Prcnriunis, Dividends 
due, and Profit and Loss Ale (J'r. Iialuire), be('aus(^ they 
n^present prolits set aside instead of being flistri})ut('d to 
t h(> shareliolders. 

Liabilities and Capital. It will be notieeil that on th(‘ B/S 
of a joint-stock bank' ref)rodu(‘ed on p. })7, the amount of 
eaju’tal contributed by the shareholders, dividends du(\, 
atid aeeumulatiMi profits are totalled and showfi (juitf) 
apart from the liank’s liabilitie.'^ to depositors, (do. ; wlierc^as 
the JI 8 of a trading and manufaetm'ing eom[)any shown on 
|)p. 74-5 shows sundry creditors l)etween capital and aeeumu- 
lated prolits, and ineludes dividcaids due to [irehuxvnoe 
shareholders vvitli liabilities to creditors, although shar(‘- 
hokha's are not creditors, but irunibers of the company. 

Tl#!' ca*)ital of a, sole? trader ei’ a partji(‘r.-^lji() (irm is ih(! 
(>\c<'ss in \'aln(> (h a.ss<‘1.s over liabilit ie.'^. In a^ pari ftersliij) B/S 
eaeli j)artn(T's^}iarc of the ea|a(al niay b(' sliow n in ojk^ ainonnt:, 
or a detailed statejnent may l)e given, showing the amount 
eoiitribiited by eacli pan tier aecordirjg to the parliuM'sliip^ 
agreement, plus or initius advances or withdrawals, pivifits 
or losses, intere,^t and salaries (if any), Brolits may also ]>e 
set aside for Reserves and Sinking Fnnds. » 

The jiaid-up capital of a eompany remains nnatfe»*tod by , 
protits and losses. 

If a tradtT’s litibilities are greater than bis assets, tin* trader 
is said to be insolveut. Th(^ B 8 of anhnsolvent individual 
or linn ouglit to^sbow the* Deficiency on the assets side, tp 
make the two totals agrtfc. In tiie T^ase of a eonijiany, the 
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amount of thq share and loan capital remains on the liabili- 
ties side at the nominal value (without dis6ount or premium) 
contributed, but if the cK)mpany has lost money instead of 
increasing its resources, its B.S will show no reserves, and 
the accumulated losses must appear on the assets side as 
a Debit Balance of Profit <(:• Tajsh Ale. 

Grouping of Assets. — Assets are usually grouped in such a 
way as to separate property which is more or less perma- 
nent from those debts and cash items which are irnmcMlifdely 
available for payment of liabilities. A clearer view of the 
position may also be obtained l)y marslialling ” the 
assets in order of liquidity , those which may be most easily 
realized beiv\g placed at one end of the list, and the fixed or 
permanent assess at the other. Trading and industrial 
concerns usually show fixed assets first and cash last ; banks 
and other financial houses show casli as the first item on 
the assets side. 

Fixed or Pernmnod d,s‘.s*cAv. -Kt‘f erring to the shown on 
pp. 74-0 : Land, Duildings, Plant and I'ixtiires may bc> classed as 
fixed assets. They constitute the company's permanent equips 
in(>nt used in carrying on the undertaking, and are not for sale. 

Iniangihle Assets. (JoodwiJl and T^itents are also t)f a 
permanent nature, but th(*y are not material goods. The 
value of good\Aill and trade marks d<q)ends upon the s’uccess 
of th(^ undertaUiiig, and eannot })0 ascertairaM 1 excerpt by sale. 
The same ap}>]ies t<» patents, in so far that mi unsuccessful 
patent wciuld not be likely to find a purchaser. Tn a properly 
drawn -up balanct* sheet the value of these intaiigilile asset.s ” 
is sIiow)Y scq)arately, and not added to fixe<l assets as Plant 
and Pat("nts,” or what not, for such a mixture of items betrays 
an attempt to conceal tlie true facts, or to make tlie realizable 
assets look as if they were wortli more tlian tlioy are. Special 
Jigs and Jdols, Temj)lates, Working Drawings and Patterns par- 
take of the nature of intangible assets to the extent that they 
arc assessed at t l)cir produetivo, rather than their saleable value. 

Circulatmq d..s,s'c/.s. - Stock-in-Trad'e, Sundry Debtors on 
• open accomiLs, Bills Receivable,' and Cash /ire included in this 
group, because it is their functioUfto circulate* in and out of 
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the business, ^'hoy are the eircnlatiiig of the business, 

referred to on ]f. ()3. Money itcniiri wliicli are iin mediate I 
availabhi for payment may bo further classified as 

^yiguid or Fluid d.s*673/.s*.- - Cash in hand and on eurrout 
aceount at the bank is tlio most liqukl form of propert and 
is therefore shown first in the balance sheets of banks — except 
that of the Bajik of Kngland. Cash on deposit. Jhlls Receivable 
(if they can be discounted), and Marketable ScMairities all fonn 
an immediate reserve of fluid capital which may bo released 
at once or at short notice. Ih'lls may be discounted b(tf)re they 
falfdue, and investUK'nts |)ledged as security for a loan, oi* sold. 

Fictitioiis A,s,'^ets . — Under this lieading JTiay be mentioiKul 
Preliminary^ Ex])onst>s, Delxaitnrc Discounts" etc. In thf> 
balance slu'ot shown on pp. 71-5 tlie only fictitious asset (Issue 
expenses) is deducted from tiie only fictitious liability (Pi’cmium 
A/c) on tlic liabilities side. 

Uses of the Balance Sheet. — A balance slieet is of use to the 
Proprietors, in giving them a clear view of tlie linaneial 
position of their business. Holders of shares or debentures 
in a company are legally entitled to receive a statement in 
the form of a balance sheet (see pj). 12 and 18). A 15/8 is also 
of interest to other firms, who may rccpiire to sec a copy 
of it to help them to judge whether they would bo justified 
in dealing on a credit basis. 

How to^read a B/S. —In Cixainining a balance sheet, five 
important questions arise in the mind of the expert, wliefJier 
he be a proprietor in the business, or one of its creditors ; 

(a) Mdiat ai'c the liabililit>.s ? 

(b) What proportion do liabilities Ix ar to taugihic assets ? 

(c) What funds arc immediately available ? 

(d) liow ar(^ tlie assets valued ? 

(c) Has progress boon made sinco the last l)alanc.c sho(yi 
was proqTareil ? 

it is not sufiicient to know that the business is solvent. 
A prospective creditor is interested to know to wiiat extent 
the firm is ’already committed to other creditors (Trade 
Creditors, Loan A/e, Overdraft, etc.), and what liquid fiindi? 
are available for immediate payment of liabilities. The 
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BAI.ANPE SHEET A TRADING 
Uj^atk, VVhiti: & ('o., Lti^., Lon^don, 
Balance Sheel of the ('oinpany. 


TJABILITIHS. 

Capiiar V70(),0t)0. IssuKD - £ a-. d. £ a. d. 

22;'), 0(H) 7^ )ht cpnt. Cuinulalivo 

fcM'pnce Slian^s of £1 each - - 225,000 0 0 

275,000 Ordinarv Sluiros of £1 eaeh - 275,000 0 0 * 

- - (i00,000 O 0 

Share Prejniu7,o Aocount - - - l»*/,0O0 0 0 

/yf'.s.s' Shan? (Xew) Issue Expriisi's 
Account ----- 10,000 0 0 

Sundry (Veditors, inclu<Imt»: Preference 

Dividend to 21/02/22 ^ 200,85(> 7 2 

!{erterv(i I'und - . . . - 114,(528 4 !) 

PnOf'lT ANO !r)SS AC'CIM'N'I’, Da(.AN( E 

. 18/12/14)21 28,04(5 18 1 1 

Proi'it ANO Loss AoroixT 1«) 

1 8/12/ 1 922, after {)n»\ idifu/ for 'Va Na- 
tion, Directors’ Fees, aiid AlanaidiLr 
Directors’ Keinuncratiofi - - (50,005 19 1 


/.CA.S' D ..•fercnec Divirlend 
to December 21st, 

1922 - - - £12,7(54 11 (5 

U) ]Hvr ec'nt. of 11a- 
laiiec of j\<*t I’ro- 
tits carried to Kc“- 
serve l‘5ind - 4, (528 4 9 


88,992 18 0 


18,292 1(5 2 


70,()01 1 9 

Jj.'Sfi Interim Dividend jiaid on 275,000 

Ordinary Shares . - - - (5,875 *d 0 

- (52,72(5 I 9 

£1.079,210 12 9 


We have audited tluj Halance Slieet Hi^aok, White & Do., LiMirEO, 
all th(‘ information and ex]»lanati(.»ns we have required. ' In onr opinion 
correct view of tlu' .state of the' OoinpaTiv’s atlaiis aecordiuij to the 
by the Lonjioi^ books of i^u? Company. 

May 4th, 1 922. 
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AND MANUEAUJ'l'UUlNO COMPANY. 

MANlilfESTKR, AND OaRDIKF. 

l)creni her 1 S//^ 1 0 2 2 . 



ASSK'rS. 

Fr(^e]lokl Jjand and Bnihiings . . _ . - 

Leasehold Premises {hvis T)e])n*ejMt ion) 

IMaftt and Maeliinery {/css ])ej)r»ciat ion) 

Fixtuies and I’^nniiture (/Vss I)e}»ie(;ial ion) - 
(Goodwill and Ikitcnts - - - - - * i? 

St()ck-]ri-'rrad(' as eertifk'd hv two Managing I lirca-lors 
Sundry outstanding 

(!a.sh and Pulls in hand and at Bank - - - 

(’iovernment Securities --at cost, including Jin0,000 
'rreasury Bills - - - - - 

I n v(^st nu'nts- - 

White Ik Green, Limitc'd. Shares at cost 
(Sundry) At cost or under 


Jl -s*. iL 
:Ml,St7 IS t; 
18,121 10 4 

17,020 0 7 

8.044 0 0 

149,040 2 2 

240.248 I 0 
:n 1 ,So;i 4 2 

01,200 17 11 

I04,r>44 8 0 


r>o,ooo, 0 0 

11,124 i 1 


ALBEirr BLAt'K, 4 
KBAM<:S'I’ BLA(d\, / 


J firerfor.'!. 




4*1,079,210 i:i 9 


dated Deceinher 18th, 4922, and above set feW.li ; and have obtained 
such Balance Slieet is properly <lrawii up .so as to exhibit a true and 
best of our information and the* e^fplanations given us, and as shovui 

. ’ ^ , 

KEDP, GRAY St GOLDING, CVn/r/pmf Accountants. 
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B/S on pp. 74 fciid 75 sliows tjie eompatiy itf question to bo 
in a very strong position, as the ainount of cash, l)ilLs, and 
Governruent securities is more thau ludf that d'lu* to creditors 
(and prof, shareholders), and in addition the value of book 
dcl)ts and stock is shown to be enorniou^s in proportion to 
tlie other items of the B/S. 

The }>asis on which fixed assets, stock and investinents 
}iav(j been valued should be stated opposite the respective 
items, or in tlie Auditors’ Certitfcate given with the I>/S. 
In particular, the valufi of leasehojd property, buildings 
and equipment should sliow an allowance for de|)recia' 
tion or Amortisation ; ^ or rej>laeement may be providetl for 
in a spc'eiat reserve a/c or Sinking Fund, eonstitiiting a 
tictitious lial>ilit\^Jncr(‘a.s(‘d year by year out of profits. 
Profits set aside for replaeeijionts are oft(m invc.stc*d in 
securities or on dc.^posit with an insurance company iu order 
that the iKcessaiy money may be availal)le when the time 
comes to replace the lease, macljinery or fixtures. 

A comparison of two or tlvree consecmtivc halance slieots 
may reveal niiK.'h information wdiieh (*oiild not bo gleaned 
from (vdy one of tlumi. Profits may l)c made to apjicar 
on paper, though they do not exist in reality, by failure to 
allow for depreciatioTi and r(‘placements, by giviiiig inSated 
values to such intangdde assents as goodwill, patents or 
“ improvements,” or by over- valuation of s^oek, or deple- 
tion of reserves. A careful eomparison with past balance 
sheets may reveal such dehicts, and, if .they do not exist, 
then tlie amount of net profit may greatiy influence the 
reader in forming uis o])inion. , 

Of such import an('(^ is tlic balance sheet in depicting the 
progress of a Imsiucss, as well as the present state of its aft’airs, 
tViat aceotuitants iu some officos hav<‘. standing orders to 

f 

1 Aniortisat ioii in. this sense means writing denvn tli<> Viilue 
/)f a*n asset from _>ear to year/uhtil by the time the thing has 
to be scraj>ped it appeaps in the books at no inoro than its scrap 
value. 
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prepare Interim lialance Sheets at rnontJily or oa'Cii \M'eklY 
intervals. On. the Coutiinait the system of eolomnar veeords 
known as American Bookkeeping- has a. wide vogue, owing to 
tlie advaiitago it possesst^s of revealirigjtho progress of bnsimvss. 
By its means the propi-iolor is able to ascortain, at any givfai 
date, ,tho amount ta! his delators, creditors, |;)urchases, sak-s, 
cixponses, casii, etc. 

Double Account System. — Yhc balance sheets of piddie 
iiti^ty eom|>ani(‘s (se(> p. I72) are |)iib]ish(Hi in the form of 
two acconnts, eali(Ml res|)(-ctiv(vl y “ ( va])il al A/e *’ and 

General Balance Sheet.'’ (^apital A/e show's on 

one side the amounts of (^ajiital reeeived from the stock- 
holders and on thx- otlier side the capital expcmditurcy c jj. 
permanent way, rolling stock, (-tc. in the (-ase of a railway. 
J)eprc<‘iations arc charged to the Gtmeral Jhilance Sheet, 
th(^ capital rccei|)ts and ex'f)e.nditur(^ in the capital a/c being 
givc'ii at tluMi' full amount, plus additions during the p{*rio(l 
undtu’ review. 


Insurance. -Another matter within tlio province of the 
financiid departrmmt is Insurance. 

In an inpiorting or (‘xporting business rrjsponslbilily 
for insuring caigocs natural iy devolves upon tlie sJjipping or 
marine insurance department. The iiuaneial mana|**‘r will, 
however, attend it) insu ranee; against all other risks, such as : 


ljUibilUu 


Biusincss : 


Properfy : 


State Insurance ^ 


l''.m})loyr‘fVi Liid)ility. 

I 'I hird iturf y : 

I (a) }b>J*sc I'isk.-;, 

1 {fy} .Mol 07 ' (. ai' risks, 

{(•) Lifts, C'nuics mid Hoists, 
(d) Bi-<'.mi;s(‘s. riskvS. 

I Fidelity Lufiranteo. 

Coiitra(‘t do. 
t Excess Bad Debts. 
fFire. ' 

i Burglary. , 

Plate (Mass. 

I Oirriage. 

1 Ihxggage. 
j Sickn(‘ss. ^ 

I U nom p 1 oyiT) on t. 


^ The Paymaster usnaliy assists the Cashier in rc'gai'd to 
State Insurance, sick fund, etc., for eir.ployoos and w-orkinen. 
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Tho necessity f()r insuring against Einployer’s Liability 
is o})vi(ius when it is reali/i*(l that under tlu> Workmen's 
( V)m[)onsation Act, lOOh, un employ(?r is liabh* for j^ersoTial 
injury to anyone in hjs employ whose re/nun(U‘ation does 
not exceed £'250 /rrr., ])rovided such injiiry arose out of 
and in conserjuenee of tlie (‘.mployment, and the schedul(‘ 
of compensation makes tiu? tmipjoyer liable for half the 
earnings of an emp]oy(H^ during inca|Kieity. Imder an 
Em])loy(‘r's Ijiahility j)oiiey tlu* assurj'fj is usually ^iie 
demnilied against his legal liaRility under ilu' (ommon 
Law, the Fatal Ac(;id(avts Act of ]8t0, tlie I'^iUj)! oyer’s 
liiabilily Act 'of 1880, and the \\t)rknierds Compensation 
7\ct of 1000. 

'J'hird Party Lia})i!ity irisurance* |)r<d:ects tlu^ insund 
against tlu^ risk of an action btang brought against him for 
persoTud injury ol; drath caused to a person not in his 
employ. Firms owning vi^hieles, r>asseuger lifts, or cranes 
working over tlu^ footway find it [larticularly neetjssary to 
in:«uie against such risks. 

[Dw. object of l'5d(Lty (tnaranL'c insurance' is to ob\ iate 
tho irieonvenienee of recpiiring (unployees in a jiosition of 
trust to ask their private friends or rr‘lativ(\s to guarantee^ 
th(ur. lumesty. Persons of tho highest respectaliility may 
be ima])h> to lind anyone willing to sign a Fidelity Bond, or 
tliey may forego a valualile appoi*itmenl from a rojiiigManee 
to place tlieir relatives or friends under tlie obligations 
involved in siieli a bond. Tiiis olistaelo is (sitirttv^renwx eel 
liy hdelily insuranee : tlie bond of an insurance eoTn])any 
provides seeurity as good as or liettor than ivivate surety^ 
^shi]) ; the questions which the enqiloyee is requirexl to 
answer on the Form of Projiosal ai'e .searching, but no 
lionest person (;ould object to tliem ; and the system 
en(*ouragT»s lionesty ami care in money niatters, for tlu^ 
promiuin depends ft [ion the nature of the empjoyee's duties, 
the amount of casli under* his control, and the system of 
check in force. Collectiv*e policies may he adopted to 
cover a number of employees. 

Excess Bad Deht^insurance is aiiothw'r form of guarantee 
iiisurance, with which may be grouped policies guaranteeing 
mq)(\yment of Loans and * Mortgages, performance of 
Contracts, -Capital Tssnes and clapns* arising "from Forged 
Transfers. - v 
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In t:h(> case of Fire [jolicies, premiums are ti\(Hl ou l lie 
tlie proposer is asking th(' com|)any in 
protect him to the exteut of the whole of tlie property 
referred to in the policy, and not ah iiuietinite part of it. 
To i unsure goods worth t],000 for only i’oOO is unfair to 
the insurer, as it only allows him half tlu' ])remium whii'h 
is his due, but makes him liable for partial loss in resj)ect 
of fhe wiioh' of the prop«i'rly. In MariTie fnsuranc*e this 
is not so (see p. and the defect may he renuMlied in a 

lire ])olic.y l)y the insertion of an Average aiause. Wlnaa^ 
th(^ sum insured is declared to 1)(‘ Subj(‘ct to Average,'' 
tlu' insured is eonsid(‘red to l)e his r)wn insiirc'r for any 
amount by which the sum insured may. fall shoit of the 
valuf' of the ])roperty at the hreaking oiit of any lin\ and 
irjust bear a rateable share of the loss aeeoi-dingly. This 
is known as the Pro Pntta Condition of Av(‘rag(s 

Where goods are (le|)osited in a muiiber of diirenait 
wareliouses or place- tlie total valium ^nay be insmed against 
lirc^ untier one policy, known as a Floating Policy. AThe 
value of goods stonsl at each plae<‘ may vary, l>ut so long 
as the total value does iiX>t exeecxl the sum assuix'f}, the 
goods are fully insured. 8uch jiolieies an' usually subject 
to aAerug(^, and (‘.ontain an addilioiml clause Icnown as 
th('. Second Condition ol Average, stating that if any of Ihc' 
propej’ty incl.irh'd therein is covered by a more Specific 
Policy, t.e. one relating to a part of tire pro()eTty only, su(*li , 
part shall not come und('r the protection of Urn floating 
policy, ex('('pt only as n'garils any e>xeess of valuc^ b('yond 
the amount of tlie specific policy. 

The Three- fourths Condition of Average is aj)])lied to Farming 
vStoek ])olioh'S. A polic'y eonfaihing this special eonditiou 
is subject to average provided lUily that ilu' sum iusun'<i 
amounts to less thkn three-fourths of the valiu' at tlie 
breaking out of any fire. 
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Exkiu-ise 

1. Wliat is ({(HKlwill ? How is it that tlio piiblislicd 

balaivr'o shiK'ts of many •prosperous coinpanfes do not include^ 
“ K<a>dvvill as an item ? (iS.A.tpe. II I.-) 

2. How is (Joodwill af‘l(M*ted l)y (a) ad vcTtisin/j; ; (h) m^iraige- 

ment ? {S.A.tpc.l 1 1.) 

3. What faivtcas sliould determine a suitable site for (a) a 

faetors^ ; {h) a u'liol(*sal(‘ warchousp> ; [c] a retail shoj) ? * 

(S.A.tpe.li.) 

4. What t^:)risid('rations govern ttie amount of capital 

rerjuir('<i to carry on a business [)roperly ? (S.A.t|H'.TT.) 

5. (a) How far may ))orrovvc^d capital l>o em|)[(>y(wl in 

busin(*ss wit li safety ? (S.A.tpc.l I.) 

(h) Do you consif[er interest on capital to bo a })ai‘t of ivroht, 
or a ('hargo against })rotits V Hivf' rr*asons for your answer. 

(S.A.t])C.) 1.) 

• 6." What is (•a|)ital V Detiru^ six l^iiids of capital whicli 
might be inentioned on th<;‘ l>/S of a limited c.ompany'. 

7, Somn classes of companies (c.g. banks and insurance 
ollie(s) often hav(> a v«‘ry large uncatlled capital. WMiat are 
the a/lvanlag<:>s and (hsadvantag(‘s of this arrangetnent ? 

(S.A.tpc.lif.) 

is miaiivt })y issuing c«|)ital at par and at a 
jin'inium ” ? And what ivS meant by forfeiting sliares ? State 
whether yon eonsider sliare [a'camums and money juiuJ by 
shareholders wlio have surretalerc'd their shares sliould l)e 

regarded as a profit, ami give reasons for A our answer. 

c 

9. \Vhy do eom panics issue share and loan (-apital of 
*dirf('rent classes ? l)(‘Hno “ Avatered capital.” 

10. What is nieant by a Statement of IV ays and Means ? 
ATake ono' wliieb might be applicable to anytsort of business 
with which you aro act|uainted, and explain liow it could be 
used. Figures need not be is'scrterl. 

11. The assets shown on awB/8 are said to be “ grouped ” and 
arranged in order of Jifjuidity.” Explain this. 

12. A inauufa(d.uryr has before liim a copy of the latest 
<lirector.s' report and acamunts of the A. Ho., Ltd. He is 
(ie-'^itous of satisfying liituself that it would be reasonablo for 
liinCto give them credit up to £500. (To \Vhat.} oints in the 
report and accounts should ho direct his attention ? 

(s.A.tpc.m.) 
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13 , What insuftuKrt^s ought to bo otfoetod h\*a i*ompari>' or 
municipality jiaviu^^ otYicos and works ? (CM. S. Tut or. ) 

14^ (a) What- do you understand by FifiiYity (Juaranter' 
Insuranc^o ? " ' (D.Ct<Mr.) 

(b) A tiro insiirmico policy is doclanal to \>v " su})joot to 
average.’' What does this moan ? (S. A. {]>(*. 111.) 

16 . l^xplaiji five ot th<‘ toMowing expressions : 

(a ) On(^ Man C bm pan 

(b) Working (Yi[)itah 

(c) Terms of Issue. * 

(f/) Scr-ip ('ortifk-attx 

( a ) Ii iscri I )od Co rti ti (;a tes . 

(/) C^>mj)any limited by < hiarfinte(>. 

(V/) JCrinimuin Subscription. 

(h) Transferee. (U.K.T.s\v..Adv.) 

10 . W rite a letter to a customer w hoso account is long 
ovordue, and wlio, with < vident irrsirn'orit v', has alleged 
defeelivaaiess of the j)urcliasod goods as an (^xcus ^ f<,)r non- 
]^aymcnt. (CM.8.Tritert ) 
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Finance. FinaiicM' has b(‘OM dolinod as the seuau'o of 
incoiiK^ and expenditure, whether public or privat(\'' 11ic 
control of eajntal \u an essential part of Finaraav, for exjKMidi- 
ture is not possible without sonudhing to s})ejul, and in 
g(^vannnent and nuinicipal as w ell as business undortalvings 
ways and means luivc usually to be ])rovid{'d in advance 
of revenue. 

From the earliest times capitalists havt* enij)loved their 
surplus w('alth with ])roiit to themselves by investinir it. 
In njo.lcrn ti?n(\s a distinction is drawn, however, ladaveen 
(a) tiu' Moneylender, who exploits the individual’s personal 
monetary dinicultic'S, and (h) the* Financier, wan assists 
conmierce and industry with his own capital and as intco* 
mediary between inv(‘stors on the one hand and liusim'ss 
undertakers on lh(‘ otlun’. 

I’luis U>ans may l)e di\dded into tw’o categories : productive 
and unprodiictive I Jans ; the t'eirmer l)elong to finance, ttio 
latter to usury. Moiaw lerahru^ lias l>e('n the .subjf'et of much 
legislation, ami laws liavf, Ix'cn pa.ssed in botl\ Franco au<l 
Gei'inany to limit the rate! of iutvavst w hieh a lender may ask. 
8uch restrii.’t ions have been much eritieizod, but it must be 
athnittt'd tliat ihev’ 'affect th<‘ usjiivr mo!*e tlian th(‘ iiuaruaer, 
^ for it is tho man in need ainl. ♦fit iiis \vit.s’ end who may be 
porsuadetl to borrow^ o^i uncouseional)il; lerAis, uot the sucfress- 
ful man of businciss. Ibisiiiesses ot an unei-rtain nature, which 

S‘J 
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could only borro%^ at liigh rate.'; of ititer\;8t-, arc* fiiuiueed 
principally by means of the |)ro[)ri<‘t.ors' or share capital. 

The biLsiness of Banks, Bil) Jh'okers, Discount ami Loan 
Houses, Accepting llouses, Insurance* (brnpauies, Building 
Societies, Land Companies, Trust ( ■oiii[)anies, and Stock- 
brokers, is Jinayicial Imslncs-^, since it consists of investing 
capital for productive purposes. 

Wiiat is a Bank ? — TIkj yervit.'cs rendori'd by the hanks 
of the present day art^ so numerous that li is (lidieult to 
define exactly what a l>anker is. Jkinking eoftsists mainly 
of borrowing money and credit Italances, in ordm* to gain 
|)rofit by lending or inv(.‘8tiF)g tlaun at a rat(> of intfU'est 
higher than the cost of Itorrowing, The fe^itiire of hanking 
which distinguislies it from any oilier financial business is 
that the banker borrows from the g<meral [lublic;, by 
receiving deposits wliich lie un(lertak(‘s to pay l»aok* dVi 
demand or at short noti(a?, as may be agrec'd. His jiosilmm 
thus involves sjiccial responsibility towards sociivly as a 
wliolo. With the strengtliening of the hanking syst(mi^l:)y 
anialgamatjon and expansion, tlie publie has corm* tojilace 
implicit trust in the wisdomVif the large hanking eompahies 
to use the money entrusted to them rightly, and in tlieir 
ability to pay it back when reijuircMi. 

Borrowing i.s*an essciitial part of lianking, and the legal 
relationship existing between the lianker and his dejiositors 
is that of debtor and creditor. If he were employed by 
his customers expressly as custodian of their projiiyly, he 
would have to make a charge for takiyg care of lludr 
money instead of giving interest ov services for tlie [irivilegc 
of using it. 

The banker is also A supplier of legal tender. As deldoi* 
to his customers he is fegally obliged to piay what ho owes in 
legal tender if he is called uptui V) do so, the chief demands 
on the coin and nott^s kSpt in his till b»ing made l>y traders 
for the payment of wages and pri^^ate indi\dduals for 
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personal expenditure. Only ‘a small part of the banker’s 
deposits, however, are received in hard cash, the vast 
majority being paid into the bank in ehe(|ucs and \)ills 
drawn on or domiciled at otlu‘-r l)anks. ^ 

The funds of wliieh the- banker thus gains control are 
invested by him to earn rcvemie for the bank. An exarui na- 
tion of the Bank Ibdance Sheets sliown on pp, !)7 to 99 will 
sliow tliat a pai't of this monev is invested in niarke^able 
secMirities, but most of the funds of tlie large, banlvs are 
deve)lotl to provi/ling Banking- FaciliUeA to traders. 

In order to dernie a bank in suclr a u'ay as to exclude 
other iinaneial in.stitntfons, it is iiecc-ssary to distinguish 
between banking facilities in tlie British sense and what 
sliould })C (‘aJlcd by Ihe wider name of finaTH.’ial facilities, 
'^(’he former are pro|)cr]y limited to tiiose wlncli can })e 
provided without a “ loek-np ” sueh as would impair tlie 
licjuidity of funds aiul de]>osi<s at call and short notice. For 
this reason tlie usual jnae.tiee of bankei’s hero is to eonfuK^ 
their advances as a rule to a currency not c'xceeding a few 
inontlis. F>y financial facilities ^ we mean, geiu'rally speak- 
ing, 'tliose which would involve a lojiger cnrremjy than tliis. 

The Origin of Banking. 'History bears no record as to 
when and wlu’.re tlie first banks came into existence. *^riuTe 
wen; }>ankcrs in Babylon (K)0 u.c., wIjo received deposits 
on wliieli tl)ey paid intei-est, and lent money on the security 
of goods or writtf.m promivSCvS. The; word bank ” is 
derived from Hu; ItaliaTi banco ----Inmch or counter, whence 
it may be traecHl iurther l)ack to the tablf^s (mensae) which 
tlu; Ptoman lcndc;rs ami money-changers’ set up in the 
Forum IKK) B.(\, and the tables (t/p^ttc^d.) of their Greek 
contemporaries, who appear to have fttarted business about 
a hundred years Is ter. 

' Aeeording to i)u; Report to thy Board of Trsule by a 
Committee a])pointe(r‘in 1910 to investigate the Question of 
Financial Facilities for Trade, 



IV 


BANKING 


Sf) 

The first propei banking establisinnents Icnow n in bhn ()|)o 
were the Bank of Venice, founded in 1171 , tlio Hank of 
Barcelona, in 1319 , tlie Bank of St. Geonje at Genoa in 1117 , 
the Bank of AanJ^fterdani in 1609 , and Bank of Ifaniharg 
in 1619 . 

These early banks fornn'd for tlui |)ur})ose of raising 
public loans, the contributors receiving (H>rtijieatt‘s on 
Avhifth inteo'st was paid. .Idiey started as Deposit Banks, 
but subsequently developed into Discount and Jfote-issuin^^ 
Banks, incrcasiTig the sfeopo of their ojxa'atiotis by issuing 
promises to pay in the shape of bank notes in cxaliange for 
bills entrusted to them for eolleciion, or cash d('posits. It 
is noticeable tliat all the early banks were cstablisluxi at 
seaports, where the ditferent kinds of fon^ign coinage in the 
hands of rnerchants, a?ul tlie re<{uiren)enls of intcj’national 
trade, niado nionoy-(*hanging and the collection of foil'ign 
bills an essential ftxat ure of their liusinc'ss. 

The issue of notes was tlie iirst means devised by bankm's 
for lending tlunr credit ‘ in additioii to coin. Tfiis function 
of bank notes has now Ix'en su|X'r.se<lr;d by cheque payments 
and the increasing use oh ti*ade })iils, in eonsc'ijiu.rKHJ of 
which bankers now lend their credit by allowing their 
custohiers overdrafts or loans, and arranging foreign 
credits ; and the idea of creditdiaiding has still fur ther 
extended in the custom of modern l)anks and so called 
“ accepting houses ” to guaranlet^ their cuslfuners' trad(i 
bills b}’' acceptance or endorsement, as wa^ll as issuing frills 
of their own. ^ 

The Goldsmifhs. — Until the c.4tabiishment of the Bank 
of England the largest moneylemiers and finaneiers in thi.s 
country were the Lombards. 

The Lombards wore originally a race* * of wai’like |X'<>])le 
inhabiting Nortliern Germany ami Scandinavia, w ho took the 
name of Lombard oi'^Laijgobard {i.e. long;- beard) frorn.l hy shape 

^ See Principles and Practice of Business, p. 201. 
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nl' tlieii- fM,vourit(> loiig-liat’tod,' bcard-riluijH'fl wea[)otKs of war. 

l.oiobards gradually omigratcHl woiitliwards, until, in tho 
sixth ('(‘uturv, tlicv settled in a f)rovince of Italy knou^n as 
Lombardy after them. 

It ^^'as doubtless their coutaetwith tlie Jews who liad sett led 
in Italy, and the Florentine merchants, that taught tlio 
Lombards tlie art of trading and money deriding, for which 
they sulisequently became so famous throughout Europe. 
Towards the (>nd of the twelfth century we find them trading 
as goldsmiths and m(‘rciiants in France, (haanany anti Fnp^and, 
the rue des L())nbards in i^aris and Lombard Street in London 
having l)een r.anaxl after them. They introdtu‘ed tho business 
of pawnbroking; int<i Northern Europe, and the sign tliey 
adoptc'tl, consisting of three goldtm balls or purses, was tho 
emblem of St. Nicholas, the patron saint of citizens, mei'chants 
and mariners, it was the liOmliards (t)r possibly th(A Italian 
rnta'chants befon^ them) wim invent:e<l (loubJt^-entry boolv- 
keeping, known all over tlie Eontinont to this day as ‘‘ ltalia,n 
hoo'kkeeping.'’ Tlie Jtalian w'ords ct/.s.sa, dehitore, creditore, 
canto, sconto, and many otluu's have boconu*, in inoditietl form, 
a part of tho conmitMcial jargon of all countries, and tlie 
symbols £ s. d, (lire, .^oldi, denari) are derived from the sarnt^ 
sou/’co. 

the Cireation of the.- National Dcdit merchants 
either kept their cash in strong boxes on their own premises 
or entrusted it to the care of the goldsmiths, who^kepfi what 
were known as “ running cashes ” or current accounts. 
Tliey allowed interest on deposits, and issued transferable 
recei[)(s known as Goldsmiths’ Notes payable on demand, or 
agreed to meet bills drawn upon them by the depositor up 
to the amount of the depovsit. As it 4’as unlikely that 
every depositor would divnand full repayni'ent on the same 
day the goldsmiths were able to lead part of the cash at 
interest. They could also lend credit in the form of notes 
or loan accounts.. 'J'hus by the middle of the seventeenth 
century the goldsmiths’ shojis became to all intents and 
purposes private bank& ^ 

The Bank of England, — The idea of an English national 
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bank was tre((ueMly mooted during the reign of VVilliarn 1 dl., 
and eventual] y took shape in the hands of a Scotsman 
nanied William Paterson, a London merchant named 
Mieliael Godfre}^* and the linancier Montagu. 

It was established in 1691:, under an Act of Parliament 
authorizing the raising of a loan to the tJovernrmuit of 
£1,200,000 by voluntary subscription towards carrying 
on 41110 war with Prance.”, Phe subscribers wc‘re incorpo- 
rated under the style of the ” Govermir and Gonijiany of 
the Bank of England,’* and the Bank was entitled to receive 
intej'cst on the loan at the rate of per (inmini, and a 
further sum of £4,000 pji. towards the cost of administra- 
tion. Pile Bank was authorized to issue notes up to the 
iiniount of £1,200,000 lent to the Gov(!rnrnent, to receive 
(l('j)osits, to deal in bills of exchange, and to makc^ advances 
on security. 44ie Bank thus became the first scfriiius 
competitor of the goldsmiths, who attempted to break it 
liy presenting notes to the value of £20,000 all at once, but 
the attempt was unsuccessful. 

Idle original charter was for a period of el(>v(m years, at 

the expiration of which time it miglit be withdrawn on 

re|)aymeiit of the Government Debt. But it was renewed 

from" time to time, new capital was raised and lent to the 

Government, ^and in 1816 the capital of the company 

amounted to £14,552,000, at which figure it now remains,^ 

and on wliiidi the stockholders I’eiM'ivi^ dividisids. Eiirtlier 

sums were kviit to the Govei'iinHuit, until in 1822 the per- 
• * 
maiieiit Government Debt to tlu‘ Bank was reduced by 

oiie-fourth to *£1 l,t)15, 1(X>, at wlii(‘h it now stands. 

Banking in England before 1844 .— Pho history of banking 
throughout the eighteenth and nineteenth centuries is a 
succession of financial crises and rmis ” on the banks. 
The course of legislation shows that the blame for these 
crises was put ma!nly*upon the country banks, which issued 
notes recklessly, without sufficient backing in coin and 
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bullion. The ultimate cause was, however, the laclv of 

a ])ro|)(*t* Banlcinj.: System sueli as exists to-day. While 
tli(^ growth of industry and commerce resulted in an 
increasing number of payments, tlie ptoduction of gold 
and silver did not increase fast enough to supply the need 
of additional currency. Bankers supplied the need by 
issuing notes payable in coin, or in Bank of England notes 
which in tluMi' turn could be exchanged at tlio l5aiVc of 
Englaial for (*oin. The temptation to eai'ii interest by 
lending piecec of paper was irresustible. 

An Act of 1708 gave the Bank of England a partial 
monopoly l)y prohil)iting any otlier body of per'sons exciced- 
ing six in number from issuing bills or notes payable on 
demand or at less than six months from tlie date thereof. 
It did no good, howevei', for it l(‘ft the siuall banks free to 
issue as many notes as they liked. 

'rtie t'alluro of t]i<' South Sea (binpcny in J72() caused a 
colJa|)se of pul/lic* credit \vhi<'h rniiUMl niaiiy banks and goid- 
sinititis, though (lie Jhmk of Ei»gland managed to nieot the 
run by paying out in small change until tljc })anic had 
subski(Hl. 

In 179,‘i the declaration of war l)y France caused a general 
run on the l^anks, some liOO out of tlu‘ 400 odd n'ote-ir^suing 
c^staTjlislunents tJuav existing in J'^aglaiut having to suspend 
})aynients, * 

This was follo^^•ed in 1797 by a suspension of cash payments 
by th(' Bank of England vvlheli lasted for twenty-four years. 

res('rve of tlie Bank liud been gi-ie\'Ously depleted by 
Governn'iCnl borrowings to pay for Uie incessant Avar wnth 
FraiKH', and had at/ last to bo protected by the jssue of a Privy 
CouikmI Ordeyr, followed by the Bank Restriction Act, 1797, forbid- 
ding the Bank to pay eoiirfor note.s, and making payment in 
notes legally' equivalent to payment in cash. Bank of England 
notes had not yc't become legal tender, but the Act provided 
that they could be used to pay taxes, and the principal City 
miof chants agreed at first to^take them at their par value. 
Though cash payment's Avere susj^ended, the issue of notes 
continued, the note issues of the country banks, which for 
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rionio tinio had btfen redoeniahle in coin or Bank of i^^nghnid 
notes, increased, and the aiiionnt of eurronoy in circulation 
bec&nifi greater than was necessai'y. 'riu^ coimnodity, money, 
liad lost its N'alno as gold, hocanse the notes we r(? inconvertible, 
and as the notes l)eca]ne more abundant they naturally de 
predated, i.e. tlio price of gold as measured by tht'm incri'ased. 
Being worth less, more were rt'qnired than before to purchase 
foreign moneys ; so in 1800 fonhgti exelianges mov^ed against 
ns ; gold was then required for export ; the possibility of 
restoi’ing gold payments within the country bceame st ill more 
nanote. The truth was presfaited to i*ai’liainent in a litqxn’t 
of the Bullion Committee of 1810, showing that-only a restrie- 
tion of note issues eouhl improve the value of the currency, 
bring the exchanges back t o jjar, and rc^st or(i gold to circulation ; 
and tliat note issues should bo regulat nd by i‘(>ferorice^ to the 
foreign exchangt^s and the pricic of bullioiu'’ Tire reirort was 
rejc'cted, but its ti'iitli was vindicated a few yc'ars later, when 
a suecession. of had harvests prtnr'ntcHl, tfic fai'nc^’s iVom 
meeting their commit inents to the country banks, marn' ,of 
w}ii(;li wr^ro ruined and withdrew the-ir rrotos from circulat ion. 
Th(> force of (arcumstanco's thus hrouglit about th(‘ verry cure 
which the Bullion Coniniittec bad recomm^Midcul. I5eing no 
longer in exe(>ss of the people's wants, the rcymaining bank 
notes recovered their value, and in 1821 gold was in circulation 
again. 

In 1826 another Act wa^s passed, allowing banks of niore 
than six partners to be estalrlisbed outside a radius of 
sixty-five milgs from London. From this time also the 
Bank of England was (>ncou raged to establish itself in the 
provinces. There are now branches at Ihrmingliam, 
Bristol, Hull, Leeds, Liverpool, Manchester, Newcastle, 
Plymouth, and in London. • 

In 1833 the ’Bank’s monopoly ‘of joint-stock banking was 
abolished, but no other banks wtu-e allowed to issue notes 
within the sixty -fives mile radius. It was after the passing 
of this Act that the largest banks of the present day were 
founded, the London and Westminster in 1834, the Union^ 
Bank of Loudr)n in 1836, the London-Joint Stock -Bank and 
the London and County Bank in 1839. 
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The Bank Charter Act, 1844. — The issuie of bank notes in 
Eiiglanfl IS at {present regulated by the Bank Act brought 
in l)y Peel in 1844, with the object of securing the con^'orti- 
bility of Bank of England notes and gradually reducing the 
circulation of country notes. 

Tlie Bank of England was divided into two dej^artnients, 
viz. the Issue Department and the Banking Department, 
the former to deal only with the issue and rcnkmiptipn of 
notes, and the latter to deal with th(‘ other banking trans- 
actions. The Bank was cjnpowered to issue notes amount- 
ing to £14, 000, 000 against securities of that value de[)osited 
in tlic Issue Departments, but any notes issued in excess 
of £14,000,000 were to be secured l)y gold coin and bullion 
and silver bullio.iA (k)in and bullion not riMpiired for 
immediate use were to be held in the Issue Departmeni, 
a^gainst notes issued and transtbrred to the Banking Depart- 
ment, so tliat tlie till money held in the lattca* department 
consists of Bank iXotes, which may lx* caslied at any time 
in the Issue Department, as well as gold and silver coin. 
The Bank was also compelled to pundiase gold bullion 
in any quantity in exchange , for notes at the rate of 
£3, 17-S‘. i)d, per oz. Troy, and to pay out gold coin in 
exchange for notes at the Mint price of gold bUlli(m, 
namely £3. ITs. 10b/. The diflerence between the Bank 
of England price and the Mint price, amounting to IJr/. 
per oz. 4 roy is called Demurrage, and is less than the loss 
of interest which a seller would incur if he took his bullion 
to the Mint and Avaited for it to be made Ihto coin,^ instead 
of getting notes for it at Qjnee from the Bank of England. 

It was als(j laid down that no new bank of issue could be 

^ Silver bullion may be h(4d in the Issue Departiuent to an 
ainonnt not exceeding one-fourth of thtT gold coin and bullion, 
but no silver bullion is now kept there. 

Tlie British Mint makes no charge for coinage. 8o long, 
liowever, as the markvl price for .gold exceeds the statutory 
Mint price, bullion brokers naturally sell at the market price. 
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(‘.stahJisluMl. fi^yisting baiik-s of is8uo wore allo\V(‘d to 
continue to issue notes, l)ut in eacli ease their issues (*ould 
not exceed a maxiinuin \vln(^h was fixed l)y taking the 
average of tlte -'iiotes in circulation by (^ach institution 
during the twelve weeks ended April 27, 1844. If any 
country bank should thereafter cease to issu(‘ notes, tlu? 
Bank of England could be autfiorized by an Order in (Jouneil 
to yuTc'ase the anunnit of the Securities in tlu^ Issue I)e|)art- 
inent and issue nol(‘s against such S<^curities to the exl(uit 
of two- thirds of the fopsed issue. A bank of issue vvdiieh 
amalgam ated with a bank within the sixty-tive mile radius, 
or o|)ened a l.)ran(;h tlna'c, or a banking partneishij) which 
adopted the joint-stock principle, liad to forego its right of 
i.s.sue. 4 'he amount of notes issued by the Bank of England 
against, securities -called tlie Fiduciary isaue 4ias thus in- 

creased from £14,000,000 in 1844 to £18,450,000 at J^he 
present day, Tlie- last increases was in August, .11)011, but 
tlie Bank could obtain sanction (though it has not done so) 
to increase its fiduciary issue ))y a further £1,080,000 in 
respect of the then remaining provincial issues, the htst of 
which laps(‘d in February, 11)21, wIkuj tlu^ lianking l/iisiness 
of Fox, Fowler & Co., of Wellington, Somerset, was ab- 
sorbed by Lloyds Banl;. 

The Bank of England is now therefore, tlu? only English 
bank allowed to issue notes, Tluj notes are free of stamp 
duty, but the Bank has to ])ay a comjiosition fee of ,£180, 1)00' 
p.a. for exemption from .stamp duty and for its other 
privileges. 

The Bank Return. — in pursy anee of the Act of 1844 a 
statement known as the l^ank (|f England lleturn is made 
up every week at the close of business on Wednesday. It 
is passed at the meeting of the Court pf Directors hold on 
Thursday morning, is posted^ up in the Bank as soon as 
possible, and, appiiars^in the financial columns of the lea'ding 
papers on Thursday eveiing and Friday morning. 
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BANK OF ENGLAND , 

An account i)uri^uant to tlic Act 7 and S Viet., cap. I3ti, for the ueek ended 
on VVedne^day, March IT), 



ISSUE DUP 

ARTMEXT. 


J>.siii‘d - 

Ji I ■l5,"^Sr..">05 , 

1 Oovcnirnent Dabt - 
OUu-.r Si'ciiril i*;\s 

OoJd Coin ;i/id bullion 

£11,015,100 

7,4;i4,'.)oo 

120,0;n,505 



1 

£ 1 45,3S4^ 


lUNKlNG 1 

DEPAiri’Mb]NT. 


Vroprlctiirs’ Cnpilal 
Host. 

♦Public Urjuir^ifs 

Otln'i' .Orposits 

7 Day andOUi.A UilD 

i' 1 -1 I 

1 15,01 1 

i r.j 01 I 

O-iod.. Siauird ii'.s 

ot lit.T Stjt-urii ics 

N')1»:S - - - 

(Jold ai* 1 Silver Coiji 

£17. CM 
M)J3:{,30:{ 
2:>,02»>,:)7o 

1 ,840,870 


£ir.)2,7;n.oiiG I 


£152.731,020 


l.)al(Ml .Marcli ir., M. M. HAKVKV, Chief Ca.^liier. 

* Includin;.; J'Achciiuer, Saviiij^s lianks, Conmib.Cioncrs of National j)ebt, 
and Dividcini .\('coin.'ts. 

The Bank Return is cxaniined ^vith intert'st by the 
directors of banks and otlier linaneial houses and l)y traders, 
who endeavour to read iti it the ttaidency of availaltlo money 
to become more or less abundant, and the consequent 
likelihood of eh caper or dearer discount and loan rat(‘S 
in the near future, 

Government Debt. — This item re])resents the permanent debt 
owing to the Bank by the Government, referred to on p. S7. 

other Securities amounting to £7,434,900, 'plus the Gok ern- 
ment D(4>t of £11,015,100, make a total e([ual to the 
Fiduciary Issue of £18,450,000. 

Gold Coin and Bullion amount to the value by which the 
notes issued art) in excess of the lidu clary issue. 

Notes Issued. — The ainoimt of notes issued increases and 
decrcavseih automatically, according to the cyuantity of gold 
in the Issue Depaltmcnt. It is ht^yond the pontrol of that 
department, since notes I'aust be issued in exchange for 
gold, and gold must be p.aid out against notes. Gold not 
required for immediate use must ]jc kept in the Issue 
Department, and the note issue correspondingly increased. 
Notes not in use outside the Bank are transferred to the 
Barking Department, and appear on the assets side of the 
Return under “ Notes.^’ , ' 

Proprietors** Capital is exjilained on p. 87. 
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Rest. — This is t^io Reserve A/c of the Barik /being accumu- 
lated profits. As dividends are paid on the 5th April and 
5tfi . October each year, “ Rest ” noticeably decreases, 
gradually rising again during tlie ensuing half-year. Ill at 
this item does nou rc^present by any means all tlie accumu- 
lated profits may Ijc appreciated from the fact that no 
mention is made on the Return of th(‘. Bank’s valuabh^ 
premises in Tjondon and the provinces. The return or 
balance sheet may therefore be said to conceal a “ secret 
reserve.” 

Public Deposits. — Theses are tlie de|)osits of Public De- 
partments consisting ♦ of revenue from eui^toms, excise 
and income tax, Post Office, moneys received for the 
CommissioiKU’s of National Debt, the Secu'ctary of State 
for India, etc., and balances held availalle for payment of 
pulilic services and interest on Government and other 
jmblic stock administen'd by the Bank. '' 

other Deposits.— This iiiun of tlie Return corr(\spf>nds to 
the balaiiecs of current and dcpo.sit accounts ” shown on 
the balance sheet of any other bank. All the liondon 
Clearing bankers and many other banks and individuals 
have an account at the ikink of England. 

Seven-day and other Bills are Bank Post Bills. ^ 

Government Securities include Consol Cei’titicates, War Lban, 
Exchequer flonds, IVeasury Bills, etc., the intercut on 
vvbieb is guaranteed l>y the Government. It also inciudes 
“ Wa^ys apd Means ” advances to the I’l’c^asury for meeting 
(expenditure when funds are low, as for exam file a month 
or two before the collection of inconu? tax. Security for 
these temporary advances is given by the Government in 
Deficiency Bills.” 

other Securities an? the Bank’s otlurr in\^estments, including 
Indian, (k)lonial and Corporation, Stocks, Bills Disf‘ounte(i, 
and Loans made against security. • 

Notes. — Since' Notc^s not in cii/julation outside the Bank 
arc held in tlie Banking Ik^partment, the Active Issue may 
be ascertained from, the Return by deducting tliis item 
from “ Notes Issued.” 

Bank of England 'Notes may be regarded as warehouse 
warrants entitling the holdei; t«.> delivery of gold on demand 
at the Issue Depaftm^nt. , ' * 

^ See Principle's and^Practice of Pushiess, j).»235. 
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The l>anking Department of the Bank oi England, like 
any other bank or individual, cannot get gold out of the issue 
Department vdthout giving notes in excdiangc. 1"he notes 
are cancelled in the Issue Department as the gold is delivered. 

Gold and Silver Coin represents the till rndney kept by the 
Bank. 

The Bank of England Reserve consists of the amount of 
Notes + Gold and Silver Coin in the Jianking Department. 
The Proportion of the Rcvserve is expr(\ssed as tlie percentage^ 
which the Reserve bears to the total active liabilities 
(i.e. Public De posits + Other Deposits + Seven-day and other 
Bills) of the iianking DepaHinent ; on tlu' dale of the 
Return shown on ]>. 92 the ])roportion is s(‘en to he 18] 

Development of. Banking after 1844. -Viewed in the light 
of modern expericne(\ the di.sappcarane(‘ of eountry note 
issues appears not so much as a blessing in itself as an 
incident in the development of banking. 

The crises of 1825 and 1837 were attributed to the ovcr-is.siH^ 
of small notes l)y provincial banks, and legislators were b(3nt on 
restricting note-issues. But tliese crises were also due to 
.speculation in mining and railways, and after tJj(3 passing of 
tiic Itimk Act more tinaneial cri^^cs occurred, in 1817, 1857 
and 18Gt3, necessitating on each occasion a Suspension of the 
Bank Act by Order in Oouneil, where}>y the (b)verrkmeiit, p( r- 
mitted lh(.3 issue of more notes against s('(*nrit.ies. In 1847 
and i8(U) the more knowledge tliat the (lovoruinent had inter- 
vened was sufficient, to restore confidence, and it was not 
nec('ssary actually to issue the additional notes ; but in 1847 
£2,01)0,000 w'ortli of secairitics were transferro'd from “ (tovern- 
mont Se'mritles ” in the Banking Departi^ent to “ Other 
Securities'’ in thoi^ Issue DcpartriKuit, and tlie notes issued 
against, tliom added to the. Rosi^rve. 

On the outbreak of wuu\ in 1014 the Currency and Bank 
Notes Act again suspended tlie Bank Act, that is to say, the 
Bank of England, and also any Scottish or Irisli liank of issue, 
\v(Te temporarily authoi'ized by the Treasuiy to issue notes in 
excess of any limit fixed by liie law. The authority was not 
used, however, for the crisis was met by inorC elective methods, 
which will be explained later. 
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Before attribuTmg all l)anking troul)les to ])rovuieial not(‘ 
issues it should be reiueinbered that private not(*.s were only 
a portable form of })aMk credit. They liave t)eeii supersed(‘d 
by the present syiitem of ehefpies ancl accept a uces payable 
against current accounts at the banks ; yet the legislature 
has not attempted to limit the amount whicli a baTiker may 
write to the credit of Ids customers’ accounts. 

The strength of tlie modern l)ankiiig systcnn lies in the 
manner in which bankers employ the funds entrustt'd to 
them. The cash rcser\«c‘s of tlie leading Englisji })anks only 
amount to 10% or 15% of their liabilities, and part of such 
cash is in the form of balances at other banks or at the 
Bank of England. Most of the other assets may, however, 
he quickly turned into cash, as they comnst principally of 
hills discounted, marketable securities which could l)e 
quickly realized in an emergency, and loans against i*eali^- 
al)le securities. Banks are protlt-eandng institutions, and 
the more lucratively they employ tlieir assets the Ix^tter 
sliould be the return to shareholders ; but at. the same 
time they hold a position of great responsibility towjfrds 
the pu])lic, and their policy is therefore dominated 1)^. the 
rule that security and '' liquidity ” should come before 
mere earrfSng of profits. The unealled capital of the 
leading banks olTers additional security to depositors, aTid 
the visilde reserves of most of tlie banks range from 50 to 
100 pi'r (H‘nt. of the paid-up eapital, whilst it may ])e taken 
as a certainty that w^liere tlie reserve shown in a balance 
>sheet is large, tlfere is also a hidden or invisible 'reserve 
in the shape o5 writing down assets on the chance of 
contingencies. The shareholders pf chartered })anks in tlie 
(Jolonies are liable in the event of a liquidation to payment 
of a further sum equal to the nominal amount of their capital. 

Any hank having an issue of notes is usually fully re- 
sponsible for .‘juchtissi*^', quite apart ^ from any system •of ' 
uncalled ea|)ital, for the ATd of 1858, which first permitted 
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baiik.s to ])(■ c'OTisti luted with Liiiiiled liabilit^s provid(?d that 
the liability of the; proprietors of note-issuiug baiilcs should 
remain unlimitc’d as regards tlie repayment of notes. -The 
proprietors of the lianjc of England and tli/’! Bank of Ireland 
are not, liOAvever, so liable. 

Bank Balance Sheets. By the Companies (Consolidation) 
Act, 1908, every company being a limited banking company 
or an in.suran(ie company,’ or a deposit, j)rovidont or benefit 
society, must make a statement of capital and of liabilities 
and assets liefore comnuuicing l)usin^:^ss, and bi-annually as 
on 1st January and 1st July. This statemumt must be put 
up in a conspiemous place in the registered office and every 
jilace where the business of the company is carried on, and 
every member and creditor is entitled to dcunand a copy. 

For many years the leading banks hav(' also published 
MouVily Statements, but tliese ceased to be issued during 
tile war of 1914-18. In 1920 the Trea,sury required the 
banks to make monthly statements l:)asc‘d on the average 
of their Aveekly figures, and all the leading nuunbers of 
the '(/learing House noAV issue a statement, the Bank of 
Liverpool and Martins Ltd., and the private firms of (voutts 
and Glyn Mills having been added to the list. The form 
of statement has been rendered more uniform Mnd ♦more 
elaborate in certain jioints of detail than the form of half- 
yearly statement prescribed in the Act of 1908. 

The object of the Government in requiring these statements 
to be prepart^d is doubtless to encourage them to maintain the 
high reptUation. for stability which British bai?.king has enjoyed 
over since the mibdlo of the last century, ajid by requiring 
monthly statements baserf on average weekly figures, and 
containing more detail than formerly, fluctuations in the 
various items can be more closely folltfwed, and reveal more 
clearly the progress of business. These statements, like 

• \ But not companies to wfiic'ii the provisions as to aiuuial 

statement of the Life Assurance Comjtanies Acts 1870 to 1872 
apply and have been complied with. 
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llio Bank Reiuni,,arn also iisoful indicators of the state of the 
money market, and as .such render iisefnl service to tlio Treasury 
as vvoll as to the financial and trading community. 

All the Cloaring Banks, and many British -Foreign, 
Colonial and Foreign Banks issue copies of tlie half-yearly 
directors’ icport and balance sheet for publieation in the 

l5AL-\N(d: 8HFI:T of FNGLT8H JOTNl^STOCK HANK. 


LoT^noN Joint City and Midland Bank Limited. 

Det'emher, 1921. 


LlABILl'L'IKS. 

£ 

C!\|iital Pa'uJ up, viz. ; 

2,8(»0,07U Shares of 

each, £2 lOs. (>/. paid T,l72,r)07.V 
1,4:75,202 Shares of 
£2. ,106*. O^teacl), Pully 
paid - - - 2,088,15.5 

1(»,80(»,S52’. 

lleserve PiiMil - - l(»,.SOO,852 

r>ivi(h*u<l payaVdo o7i 1st 
tVhniary, 1022 081,221 

Hal.iueo of rrolit and 
Loss Ae< ount, as below 777,252 

22,182,102 

(.’urreiii, nej)Osit. and 

Ollier A<!eoiints - 275,117.002 
Aecofitanees and Ihi- 
^.'itjomerits on acconiit 
of Customers - - 10,818.221. 


£ 418 , 148,605 | 


ASSETS. 

Coin, ll.ink and Ciirretu y 
Nhites luid Ihilanees wit h 
the Hank of Knjiland 

■>‘>.080,012 

Palanees with, ..nd ( 210(11108 
ill eoiirs(^ of (k)lleetion on 
other Hanks in tho (Tuited 
Kingdom 

12,802,707 

Money at ('all and Short 
Notiee 

n,o.u,*oo 

rnve.stnients : 

War l.oans Od wiiich 
£428,007. lO.v. i.s lodgi.^d 
for l.’nblie. and other 
Aeeounts) and other 
British U oveni ineni. 
S(>iiu!ti(‘s 

5,2(:5,178 

Stoeks (iuaranteed by 
the Hritisii (lovern- 
nuuit, Indian (iovern- 
inent Stoeks and 

Indian Kailway l)e- 
bmitnres - 

212,821 

Brit Isl 1 K ai 1 wa y J ben - 
tnre. and Preferencj^ 
StoeUs, British Cor- 
poration Stoeks 

410,820 

Colonial and Foreign 
( ; o vt; n 1 1 n en t S I r n * iv .s 

and Bonds 

.550,282 

Sundry Inve.^l nieiits 

200,680 

Bills hiseonnted 

72,1 18,0.24 

* 

212,220,058 

AdjVanees to tUistoniers and 
other Accounts - 

176,770,261 

ilajiiiitie.s of (Uistonuns for 
Ae.ce.ptauec.s and I'higagt*- 
iiients 

10,848,222 

Bank ITemises at Head 
Ollice and Branches 

4,042,200 

Shares in AtlHiated Jlanks, 

, leas part [ireniiuin on 
Shares in this Bank 
issued »n exchatige 

2, 258', 665 


£ 418 , 148,605 


Al.T. 
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OF 

SCOTTISH, CDT.ONIAL, BRITISH-FOREIGN and 
FORI^]IGN BANKS. * 

Bank of Scotland. * 

mh Febrnan/, 1921. 


TJAHJUT1K8. 

(’apit.'il - 
ItfSi-rVi; - 
Notes - 
Afeept'.moes - 
l)o])()sits, dtc. - 
Protit 


l,:V2r),(UH) 

4,:viH,i7r. 

8V1.7.M 

ir)0,:t37 


; Casti juul mites, etc. 

Call luof'.ey 
: Itritish (Toverniiieiit 
Sirfuritics - 
• Invest - 

liills diseonntiMl 
A(lvane<‘S 
. Aeeeplauees - 
; Premises, etc, - 


. {1,7)74,00:1 

- •j,ior),7()r> 
I. 

- 1:^,444,004 

- 4,272, 227 

- o,()r)<i,4r»7 

- i:$.700.:457 

- 841,751 
t>;l7.i8;> 


45,2'.>S.r)(K) ! 1<K40 1 

Nationai. Bank of .I0<jvpt. 

liYsf Decendx-ry 1920. 


L4AI4UTTIF.S. 


•t 

1-:. 

* ' o <d' 

Total. ; 

Assiyrs. 

SI “o Ol: 

E tolal. 

Capital - 


2, 

.)25.U00 

1-5 ' 

Ca.sh 

:4. 574, 520 5-5 


- 

o' 

047,500 

:41 ' 

Treasury Pills and 

71-:4 

Notes Jn eirculatitm 

:J7 

,254,008 

.57 -4 

investiuents 

40,280,51)8 

Total deposits, 

(de. 

2 1 

,201,4:4:4 

:{2-8 

liOans at. call - 

l,:520,00 0 2-0 

Cl)(*((ues and 

|4il!s 


i 

i Advances 

10,001,118 lO'O 

payahh^ 



258,000 i 

i -E 

Pills, etc. 

l,7o5,0;40^, 2-H 

Aeeeptanee'S - 



714,008 

M ; 

; Aeta-ittanees - 

714,008 1‘1 

Frolit halanei' 



480,805 


i l‘reiuises, etc. 

:408,8<>2 -4 



01 

.05:4.714 

100-0 ! 

i '* 

04,or);4,7i4 100-0 


BRpriHii Overseas Bank, Ltinmted. 

316/ October, 1920. 


LlATJTLT'4'41i:S, 
Caivital - 

Cmreiit , (leixisit amt 
other aeeounls - 
A fee pt a net's - 
Front halanee 



% of i; 

£ 

J’otal. : 

2,000,000 

:48-3 i; 

1,401,800 

27-0 :i 

1,021,148 

:il-o i 

100,745 

:4-7 :i 


ASSETS. 

Cash 

>r<.mey at eall 


Pills - ' - 

; Atlvanees 
I Aeee])tames - 
: 'ITeliiniMiiry exiieoses 
. Jhvmise> - 


A I 

005.710 I 
2.025,400 
;tl8,l20 
1:42,102 
147,024 
212,400 
1,021,448 
;i0,0l0 
01 ,044 


5,222.702 1 1000 


5,222,792 1 100 0 
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S^iss Bank C<mi*ORATioN. 

31&7 Ueceniber, 1920. 


IJAlifLITlMS. 

Krs. 

Tolnl.ii ASh-KlS. 

Prs. 

‘■ 0 of 
'Potal. 

0:11)11 a 1 ^ - 

V2u,()O0,00d 
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daily press. TJ4os(} of the largo hanks fr(‘(|uont]y occupy 
as iruich as lialf a page of the runv .sj)aj)(a\ and an^ I'oad 
eagerly by all l)u.sirK‘ss men interested in th(^ mom^y market, 
and by de])ositors and shareholders of tlie i)ank.s. The 
interest that such a report and balance^ shf^(‘t a\valv(ms is a 
powerful means’of adveiXising tRe hank, and gives pro- 
minence to its Ikpiid resources and •all t}ios(> featines which 
inspire confidene(^ in ’the public mind. The newspapers 
sometimes publish separate monthly balance sheets, or the 
contents of the monthly statwrients are given together yi 
a short table. *1X10 following is an interesting cLtam|)le,’ 

^ Taken frean The Stock Uxchnmje Gaze/f (* , 
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for it- sho\A's tlie clei)o.si1-s of the clearing banks for April, 
102J, and tliii percentage wliich each class .of assets bears 
to a(vti\ c liabilities : 


LIQUIDITY OF I^EADING BANKS. 


In 11)0 followiDK liiblt* wo fjivo Mur ratio to oiirrtMit, deposit siud oiiier accounts 
of the ciiicf assets of ten of tlie leading institutions as indicated by the vvt'eldy 
:i,verage figures for April, 1021. 
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Services of the Banks.- 0 /)em/^o/i.S' on (hirre-nt^Accoiint . — 
Money (h-posited on current a/c is letit to the I)anl:e7‘ on 
the understanding that the depositor may witlidraw tlie 
whole or part of tlu^ amount at any time, without notice. 
1'he Ijondon banks grant no interest on eiirrent accounts, 
but tln*y make no eharg(^ b)r working the account, provided 
the (Mistomcr nuiatains a minimum balance of suflicient 
amount (usually £50 or £100) to beremunerativ e to the l)ank. 

On tlic (’ontinoiit and, by arrangenient, in some prox incial 
])lac‘es, interest is allowed on eurreut accounts, and customers 
are charged commission on “ turnover ” (i.e. withdtawala). 

- By depositing his monc^y on current a/c the customer is 
relieved of tlie anxiety of keeping a large amount of cash 
on his premises, and secures the giH^at advantage of having 
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tJu; ainouiil of cfi(^qiu‘s, bills, titc., due to luui^ collected and 
plactid to the credit of his account, the balauce of vvhicli is 
held 'at his disposal to draw choipies on the bank and 
domicile Ids acc(q)tances and promissory notes with the 
bank for payment ^ in the same way as cheques are paid. 

Coupons and SecmnU(’s.-~- A. bank will buy or sell securitit‘s 
in the Jjoiidon or foreign markets on a client^s bidiall', and 
hold certihcates and coupons in safe custody. Tlu> banks 
empfoy their oAvn stockbrokers, Avith wdiom they shaie 
commission.^ 

A liolder of shares or stock may arrange to have dividends 
or interest paid din^ct to his bank instead of receiving the 
W'arrants at his private address, ( biqions and “ drawn 
jk)nds (sec) p. 40) are usually negotiated and collected 
through the banks, as it is a groat convenievicc for the holder 
of beaiHu; bonds to be able to hand them over to Jiis banJvcr’ 
with instructions to detach and <*,ollect the coupons at tfuj 
])roper place as they fall due, and M'atc>li th(.> lists of dravvUig^. 

Issue and I'ransfer Deparlments. — Many of tlie London 
banks undertake the clerical work connected with the issue 
of stocks and shares, and act as Begistrars for public f)odies 
and companies. The charge for issue work usually takes 
the form of a commission, and for transfers the bank 
receives either the transfei; fees or a li.\ed annual svinwis 
remuneration. 

Stamiin>j Ord(yt’s.~ - Among other current- ax^count services 
may be mcnti()ned the execution on behalf of clients of 
Standing Orders to pay subscriptions to clul)s, charitable 
institutions, etc., at regular intervals, the arrangement of 

Bail Bonds and Guarantees, and the holding of Securities 
and Docmnents in Escrow,^ whereby the banker acts as a 
useful intermedirtry between contracting parties, and tlie 
services of the » 

Intelligence department, Avhich are at the call of the 
bank’s clients. Information on tUe credit and standing of 

^ See Brinciples and Vractire of Business, p. 226. 

^At the present timr^ (11)22) the bank and the broker take 
half each. 

^ A deed is called 4111 f^scrow when it is delivia'ed snlqtM-t I4) a 
condition, and'is not to take eifect the condition is not 
fulfilled. 
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(‘oin panics, iitnis and indlvkluajs at hoyic aiKl tibroad is 
siipplict] at the j-e(jucst of custoint'rs, and in some eases tlie 
Avoj’k of the (lepartnuMit extends to eo]]t‘,cthig information 
on |)olitieal, commej’eial and iinaneial eoiiditions in all 
parts of tlie world, *and studying the 'influence of such 
conditions on individual transactions. 

(Jusiody of Valvnbl&^. Clients mav" also iind it usV>ful to 
entrust documents and valuable articles of property such 
as jt*\\ (vllery, [)lat(‘, furs, et(‘., for safe e.iistody in the safes 
and special store rocuns of tlu' banks. • 

Drpo.sH Accouifls. l)(*posits whi^h are withdrawable at 
notic(‘ ar(‘ entered on what arc known as Deposit a/cs, and 
always yiehl intcai'st-. Notice of withdrawal is usually 
se\’(ui days, hut it may be a fortnight, a month, or any 
It'ngth of time agVeed betwecai flu; banker and his customer.^ 
Tdu*. l.(OiKlon l>aid\S allow interest on i)(‘])osit A/cs at the 
ollicial Bankers' Deposit Rate, which tluctuah's witli it from 
time to time (see |). l;M). 

On th(‘ ( ontinent, and at sona? provincial hanks, the rate of 
inOvoNst is a imit te]’ for agr<xavicnt with custoniors, and it jnay 
be ‘in(.a\3a.sed or reduced a( ‘(wording to the bajil-ar-'s need to 
(‘iiv.i;^3age dejjositors to l(>nd liim their nioney. Rut eustoiners 
are \\arn<xl. of any d<‘creas<.’; in ttul (k'posit rate., to enable tlieni 
to terniinati^ tJio contract aiul withdraw tlieir nionoy if tlicy 
tlo not consejit to tiu^ l ovJsed rate. ' 

While taking eare to maintain the re({Kired minimum 
l)alanc(^ on euiTent a/e, the trader has no desire to leave a 
large sum of money, which could earn interest, lying idle. 
Burplus, funds vvhicli will be rcciiiired lajiu’, but are not 
needed foj' immc^;liate use, may profitably be transferred 
from current a/c to deposit a/c, a withdrawal back to current 
a/e being made when reaVly money is again in request. 

uUxeptancc.'^ and Engagements on. accounl of Customers , — 
Bankers are willing, by arrangement, to accept hills drawn 

> The workitig of Current and Deposit A/cs, and the docn- 
luents used in connection therovvith, are fulfy explained in 
Frinciplcs Ciud Fractice of Bminess, chap. 7. 
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on ihcni by their ¥irstojn<‘ns.* * 1'hese l)ill.s j)my bo (liseountcd 
in the open niarket at tiiii 8p(^cially low rates charged for 
“ bank bills,'’ and thus {wovide a means of raisirrg money 
as efToetive as a direct loan. Natundly tlui customer must 
engage to ])iit the banker in funds befon^ the bill falls due, 
so that tiie- banker’s liability to honoui' his ae(a‘i)tance is 
supported by a coiiv'sponding assed shown on the otluM* 
sidc^of the II S as '' Liability of (kistomers on Aee(‘ptances, 
et(;., as jier contra.” Such engagonuaits may also include 
credits authorizing thT> drawing of bills, as vxf)lained on 
}). 2l)(). I^hidorsemenls, though usually inelud(Hl in the 
sanies it(Mn, ladong to a slightJy dilferiait (‘at(‘gory, for an 
endorser’s liability is only contingent y)n th(‘- drawee’s 
failing to ac(i(‘pt or pay it. 

Rcfe^^^^^ to th<’ table on |). 100 will show 
that tor tlu^ piniod under revitnv 15*0 '/<, of tlie cleitriftg 
banks’ dcjiosits was invested in Rills. ^J’Ik^ most desirable 
f(Yitures of bills of exchange as an inv(‘stment an^ (a) their 
maturity at a lix(‘d date front wliicli the [tartit's may bo 
held liable if the bill is not ].)aid, and (/>) tln^ |>F‘oba|>ility 
tliat if a ])ill is drawn for value I'cct^ived by tlu^ draw(X‘- the 
latter will liave the means to pay it \vhen it falls due. 

Genuine trade bills aixi drawn for goods, which will eventu- 
ally bo dis[)os(;d of and turned into money. 

In the cjise of bank bills or fine bills,” including bills 
dravN'n iiruha' bankiTs’ credits, bankers’ actreptances, and 
any bill beai'ing the signature of a bank or financianioust^ of 
undoultted standing, the (piestion of viecurity does not 
arise. Bankers exercise cautioi/, however, in regard to all 
other bills, and if a private individual sought to discount 
a bill he would probably meet with a rtdusal, as without 
some evidence of a di^finite trading relations liip between the 
parties, the banker would iuf«’ that the document wavS of^ 
the class of accomViodatipn bill, vulgarly known as “ Kites ” 

^ See chap. XI. 



CKAI'. 


i04 TRADE, TRANSPORT AND EINANOE 

* . • 
or “ Windmills,’’ ij>. a l)jll drawn osteiKsiWy for value', but 

actually cjreatcd for tbo sole purpose of raising money by 

discounting it. Rut those must not ])e confused with 

Accommodation bills* drawn under bairkefs’ credits (see 

p. 152), which are as good a security as any other l)ank 

jjaper. 

Wfieroas l)aiikois have at tbeii* disposal very accurate 
iuformatioii legardiug all inland* firms drawing or acc('|5ting 
bills, ibey are not able to watch fort'ign J)usiiicss ((uito so 
closely. It m then't'ore Jiioro difficult for them to detect 
accommodation papf'r chawn on overseas firms, wliicli may 
})e drawn against imaginary shipments, or refer to shipments 
wdiich may exist, t Jiungh their value is grossly exaggc'rated. 

Promissory Notbs arising out of genuine transactions can 
be discounted in the same way as bills of excliangc*. A 
bankc'r is also sometimes willing to discount a promissory 
note signed by the t)erson discounting it, this proet'dure 
being a convenient mcvtliod of haiding against personal 
security. 4’lie banlccr usually requircvS the endorsement of 
at least one substantial person. 

Discounting is not necessariry conlined to dealings in 
bills. Redeemable and Drawn Jlonds may alv> b(j dis- 
counted, and in some countrie^s Drawback Debentures, 
payable at a date subsecpient to the date of issue, are also 
discounted. 8ome, but not all, German banks are willing 
to discount book dclds (sec p. 110). 

Advances fo Customers. — A banker’s loan may take the 
form of [a) an werdraft on Current Ac;count, (jr (5) an 
advance on Loan Account. In the first ease the banker 
allows his customer to o^Mrdraw his current a/e up to a 
- specified limit, and charges him for interest on the amount 
overdrawn, the interest being usually '1 % above bank rate 
^and calculated on the maximiun debit balance during each 
month. In the second case the fulDamouixt s^f the loan is 

i' 

entered to tiie credit of current a/c, the customer is debited 
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ill M .S(‘|)aratc loaii a/o, ami irileivst is ( liargtMi on tho full 
balama^ standing to his dodiit in tlie loan a/c. \vheth(‘r ho 
uses’ it all or not. Whereas the loan a/o motliod is usual 
in London, overdrafts are inorcj geiu‘ral in the |)rovinces. 
Some bankers (‘harge commission on turmnxa* (say i %) in 
addition to interest on tlie mom>y advanci'd. 

Tlie BritisJi banks use about half (40' 7 ‘/o example 

shovj^ii on p. 100) of the inoney received in deposits for 
making advances to customers, apart from discounting 
bills. 

In exc(‘ptional cases advances may be made on tlie 
strength of customers’ ability and integi'ity ; Imt as a 
general rule liankers do not lend without; security. The 
principal forms of security arc : 

1. Bills ot‘ Lxchange ; 

2. Mai‘k('tal)l<* Seimritics ; 

*>. l)(.)ciimeuts of Title lo Guotls ; 

4. Li fe Policies ; 

5. Ikvrsoiial tluaraiitcMi ; 

0, Ihlls of Sale : 

7. Mortgages. 

A lend(a‘\s object in demanding security is to ac([uire . .fTTTKi 
right or jiropei'ty which will enable Iiim to recovta* tlKi'loan 
more^iasily than by suing his debtor in the court. Security 
may take tlie form of (a) a lien, (h) a [iledge, (c) a mortgagi?, 
or {d) personaPsecurity. 

A banker has a lieu^ on all nione3^s or projieiTy whicli 
come into his possession in his capacity as banker, but lias 
no lien on article.^ hdt for safe custody, in regard to \\4iich Ids 
position is that, of a balle:^ (see p. 163). *Thc collection of 
bills and documents is part of the banker’s business, how- 
ever, and therefore hy has a lien ’in such things if they are 
left with him for that purpose. 

Bills discounted, oi' made payable to tlie banker and negoti- 
ated to him, ai;o of «covNrse the property of the banker, so the 

•» 

^ See Principles arid Practice of Business, p. *285. 
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(juosf ion of non aoos; Jioi- ansxi. ni uh* of foroigii 

collateral mmrilt/ is fnujiioiitly givon ^ in bills of lading. 

A pledge is a bailment of jx^rsonal property for tlio purpose 
()f securing the repayifient of a loan or the fulfilment of any 
ol>ligation. The lejider or pledgee is entitled, in addition 
to liis riglit of lien, to sell the goods if tlu^ pledgor fails to 
repay the loan. In considering tin' suitability of any article 
which may be offered as security, tin' l)anker has regai*d to 
(a) its inherent woi’th, (6) its teinhmey to fluctuate in valiu', 
and (e) the p.ossibility of turning it into money at once in 
the event of the l)orrower failing to repay the loaTi. Any 
kind of movable pr()])erty may st'rve as a ph^dge, but the 
most usual are , marketable securities, merchandise, life 
policie>s, and l)ills.^ As the value of any sort of prop('rty 
is liabh^ to depn'ciation, the jih'dgeo is (‘iirefiil to j)rot(‘ct 
htm'self by lending only a pait of the valu<‘ of tin* security, 
whatever it may, so as to leave a margin for a dro}) in 
prices. 

Where .market Mbl(^ investineiits are pkMlged bj secure^ a loan, 

1 1:.. ?>;\nker iisiuilly roquiros the horrower to sign a Memorandum 
of CUarge <lescribiiig the investnnuds, antliori/jiig Mie l)anker 
It) realize thejri and ivija))urs(*, himself out of the ])i' 0 ('(M‘ds 
should tile borrowt'f inak(> default, and to Cfill in the Joaii after 
giving notice, or for ^^imt of better security if the value of tlie 
pledge is not maintained. ‘ 

.Hearer securities are jireferablo to registered securities, 
because tlie bmikc'r's title thereto is eomj^lete by delivery. 

Hills of Lading, \\kireJKms(^ VVkirrants, ami Delivery Orders 
are another common form of security, the banker’s rights in 
regard to whicli are usuallv written in a Letter of Hypotheca- 
tion.^ 

Hefore lending on the security of a* Life Policy a banker 
may require his customer to execute, a proper assignment of 
policy, and to receive notice from the insurance company 
. that the assignment has belur registered. The banker will 
also require his customer to show Receipts’ for premiums 

’ SoG chap. VT. “ See chap. VI . 
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as tliev arc imidjeso (Ijat iw I’liay see that- the poli(\y is nct 
allo\v(Ml to lapse. 

A‘ Bond or Guarantee must I>(‘ iu writing, and must l)c 
sign(‘d by the guarantor. No claim can be sustained against 
the guarantor unless the debtor has kctua-lly failed to pay, 
and the guarantor is not liable in resiiect of d(>bts incurn-d 
outskfc the sco})e of the guarantc('. "Idle amount is always 
stat(*d, but the guarantee may be llinikd as to time, or 
and joini or several. 

The differenc(‘, ladwemi a pledge and a mortgage is that 
a [)]f‘dge is a liailment, wlicj’cas a mortgage is a transference 
of ownei’ship. (hxids pledg(‘d remain the property of the 
jiledgor, subject to the pledgee’s riglit of liisi and conditional 
rigiit of sale, but the jihaigee must have control of the goods. 
Mortgaged goods becom(‘ the property of tli(‘ lender, subject 
to tin; borrow(vr\s right to ri’deein, but tlu^ borrower may 
retain possession of the goods, ^ ' 

d’ho term Mortgage is usually appliiMl in i-onncction with 
landcfl ])rn|)crty juhI ships. The? debtni’ and (troditor arc 
Ivnowa i’cs])ccti\’c‘l>' as the inort(}(i(jor and the morlijatjcx^. A 
inoi’tgageo of landed property has the rigid, subject • 

toj’ms of the mortgagee deed and the ('ojiAiwaiuaiig Acts, to 
obtain payment of bis debt througli the (‘xrvreise of liis power 
of sale, wlVen it has arisen, witliout regard to the t hen t^xisting 
condition of the marked. If by reaJi/.iiig iiis Sfuauity the, 
mortgagCM* receives nior(‘, than enougli to [)ay wtiat is dut'- upon 
it, ]m stands in a tieluciary position t(^^var(ls tJie mortgagor ^ 
with regartl to the baknuax A le<fal viortyaye is (a)nta.iiuMl iu a 
de^ed legall\' coMve\yiug the property. An equiiab/c niorUjaye 
is effected by merely lianding over the titles deeds ; ■ and tlio 
boiTower is usually required to sign a Memorandum engaging 
to effect a legal cioiiveyaneo if eallbd iqion to do so. Whore a 
short loan is required for commercial purposes, the equitabh^ 
mortgage is more usually resorted to, as it saves trouble, and if 
the borrower duly r<?pays the loan the formality inenrs no 
expense beyond tlic M. stamp for the nK^moraiidnm. 

Mortgages are not ''a favourite form of security among 
bankers, because they are not a liquid investment. The 
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Tnoiigtigor usually rcHjuiros a-loaji of loii^ tlu ration, and if 
the mortgagee should be obliged to exercise his right of sale 
and tlirust the property on the market at a timci when 
iruj^uiries were scarce,, a sale niight realise less than the 
amount of the loan. 

• 

Mori gages ai*e frequently arranged with privai t; individuals 
through the agency of solicitors. Advances on smaller 
propertie^s are niade chiefly by ^building societies. On, the 
Continent mortgages are gonorally arranged through Notaries/ 
oi‘ undertaken by land juortgage coiypanios “ and mortgagfi 
banks, ^ but some commercial banks invest a eonsiderabh) 
part of their funds in mortgages. 

A mortgage^ on personal chaibds vaj. machinery or 
furniture- -must be registered as a Bill of Sale and made in 
^iceordaneo w ith the form scheduled to the Bills of Sale Act, 
IS,8^ The assignor and assignee, of goods under a bill of 
:jale are known j-CBjicetively as the gmufor and the granite. 

Money at Call and Short Notice, -d'his itcmi represents 
money lent out in the money maiket for* the shortest 
p)osslble pcri(.)ds. ‘‘Call Money” is repayable on demand, 
ind 7‘nioney at Short Notice” includes “overnight money,” 
iiorrowed frtun one afternoon to the next morning, “ day- 
bo-day,” “ w^eekly,” ‘‘ settlement ” and “ contango ” k>ans. 

8ucli advances ^voul<l be of little use to nu^nufaeturers or 
traders, but as sliort money rates are lower per cent, per 
innvm than discount rates they may be profitably used by 
:)ill discounters. Short loans can also bo utilized by 
iienibers of the stock exeliange. 

« 

Dealings with Corporate Bodies. — Apart from the question 
)f security, the banker }ias to consider, in dealing with 
imited companies and municipalities, tliat a corporate body 
)nly exists for the purpose for which dt was incorporated, 

« ^ hr. NolaireA ; ( Jcr. Notare.* 

4 * 

Er. CrkiUs F ontUrs ; tier. Boilenkredikiyislalten, 

^ Fr. Banques Hypothecaires ; Ger. Hypoihekenbanken. 



TV 


BANKING 


100 


and that its ofliraals have n(V]iower to bind it to any con- 
tract which is. outside the scope of its business or contrary 
to its regulations. Before opening an account for a (;oin- 
])any, bankers require the corn pan to irrodiict' cojrics of 

the following documents : 

• 

( 1 ) (•ortificaf o of Incor()oraf.ion ; 

(2) Momorandum of Assooialioii ; 

,(3) Articles of Association ; 

(4) ilesoliitiou of (ho Directors ap|>ointin.g tlic ])ankers ns 
])ankors to tjie. (VanjTany. (This copy t<.> be signed 
by the chairman* counba’sigriod by tlie. S(‘(n‘t4a.ry, 
and (o bear the ( Vnnpany’s olbcial s('al.) 

I^k’om these docummits the Irankru's may ascertain the 
manner in which tlie account is to be wor'ked, th(^ powers 
which the company has to boiTow money, and whether tlu' 
bankers have been pr*()|)erly a|)j>ointed Iry tb(^ authority of 
tlie company. If mon(\y were liorrovved nUra vinus tJio 
company, or uUra vires the directors (i.e. Ix^yond the pow(n*s 
given in the Abmiorandum or Artic](‘s of Association), 
th(^ liank would have no legal power to recover such mom'y 
fr'om the company. 

Foreign Commercial Banks. — Tri comparing British banks 
with those of foreign countries wc find that the most salient 
difTcrences between British and Continental hanking lie 
in the dir(Hdion of (a) security, {h) liquidity, and (c) variety 
of operations. 

It. Is generally' concedod tliat manufa<*turors and traders on 
tla^ (\)ntin(?nt pari icularly in (hyrnuiny and Switzerland -can 
obtain more liberal assistanco from tlio banks tlian is available 
jji this conntiy. 'IMio Continental })anker is usually morn 
willing to advance monev without security to a bijsinoss man, 
provided the? latter can show tJiatl lie requires th<^ loan for a 
productive purpose and can give evidence that wlxen ho has 
(jarried out his plans the means to repay the loan will be 
fortheomirig. 

(I) Take the case ^4 a London furrier, wlio has rccoiMod 
numerous inquiries for cheap wooHon boas. Ho bought a 
large stock of slioepskins at public auctioTi, so as to get them 
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nheap, ojkI (Idposifrd tlieni nb a public wi^rt^honso, so as to 
raise a loan on tlie warrant (seo p. 272). 'J"ho banker, who 
arlvancod part of the value on the security of the warvant, 
was willing to release tlie skins in batches against repayinont 
of a proportionate part of the loan, but nc)t otherwise. TIki 
boas were required for sale in the autumn, but the furrier 
started manufacturing almost, a year before. Idio Tiank’s 
insistence on paynauit before delix'ery of the skins fiut such 
a strain on the fuirier’s resources that he liad to curtail his 
other business to ‘‘ inako both ends meet.” A ( lorman bahker 
would liavo let him have the skins and extended the loan 
witliout denauiding furl her security. * 

(2) Take as anotlier instances the ease ^ of a Midland manu- 
faclurer seilling goods to Italy, 'rhe Italian buyer has Ikhui 
aeeustonuid to long credit, and if long crtslit is i-efused tlie 
business will probjiblv' be imjiossible. uiariufa(‘tur(M' sidls 

goods for, say .£o0,r)0(), and thi? |){iymont of that |>rice vNould 
leavn him with a considia-abh^ margin of proiit, but the offer 
of^ tt»(^ Italian buyer to ])ay him the (Rjui\’al(!nt of i‘50,000 
in Im^ at six or twelve months is not attractive. He would 
much rather accept a lower figure than £50,000 for a (‘lean cash 
t ransaction in si (‘i ling, and it is in (!onneetion witli sneh business 
as this that, the (lennan banks act as iutfs'nu'diaj’ies, taking 
a sliaro in the firoht and part of tlie tinancial liability. Ob* 
vioiisj^' any banker would be foolish in undertaking such risks 
without knowledge of tlie buyer’s liuanelal standing and the 
manufaetvirer’s ability to fulfil ])is part of the e.ont^’aet but 
the siK'cess of (h'rmany’s ov(*rs('as trade before the war was 
largely diai In t he (dtieieucy of that country’s l^anking system 
coupled witli an (daborato nedwork (jf e,ommereial iutelJigenee. 

(‘d) Ther(' are a few^ ({erman banks which have develo])ed a 
system of diseountiug liook delits. ’.riu^ wholesale m(>r(diant, 
who is fw^quently ()blig('(l to allow his eusto^nei's long credit 
on (»pen aceonnts, in as anxious to turn tht?so debts into money 
as if tiioy wivre seeured hy accoptances. The banks which 
urukadake the discounting pf book debts naturally make full 
irupiiries into the j-esourees of custoinets rcMpiiring this sort 
of accommodation, and in order to allow for bad debts only 
a portion of eacdi account is ilisconnt(>d. The amounts 
jif invoices and statenuaits (hs(<oiinted are not paid to the 

batifN, Imt .are collected by the erodit^ir, T(o that tlie trade 

• 

1 ( 'iCed in the Rcqiert mentioned on p. TI2. 
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df^btor has no kiio^A’Iotlgf? of flM> arraiigenirni . jh collecting 
tlie debt the creditor acts in tlie capacity of agent for the 
banker, and inTist therefore lianrl over to him all inonoys so 
soon as they arc r(MHav(‘d., but is enlith'd to ndain tli(‘ margin 
provided it is not <iue to the banker under his gentanl right of 
lien in lespect of ju'cvious accounts. 

Some banks have discontinued the practice' of discoTinting 
l)Ook debts bectiuse tlaiy hav^e f<Mmd that tradei's liave used 
the systcJTi as a nunms of j'aising money twice o\'er on the 
sainc’ security. It lias been possiblt‘ for a iiH'rchant to obtain 
a- loan at one V)ank on the seeui“itv' of his assets gcaicrally, as 
cc'i tified in his balance sheet, and tlic'n to g('t another bank to 
discount his book di'bts. 

Naturally the granting of financial facalitit^s without 
realizalilc security impairs the lirpiidity of a liank’s resources. 
The class of loans rcferrf>d to above cannot ho called in at 
slio/i: notku', and if timio is [>a(l tiiey have to he r(ai(>vvcd 
against no liettcr security than was given in the lirst 
instance. The greatest differenci* as regards liquidity 
between Biitish and foreign lianks may Ix^ sctai wheiY^ the 
latt(a’ apply [)art of their funds to financing com|)ani(‘s, and 
acquiring an intea’cst in non-banking concerJis. . . 

(4) III tl\c. case of (iermaii manufacturers it frequently 
bap[)e;‘is tint on tlu^ Board of the eom|)any tliere is a rojvi’e- 
S(‘ntati\(^ of a bank, and tlicre is little dould that (Icrman 
banks have exercised an amount of <‘ontroI ovci* the manu- 
faxduring (‘.oncivrns in vvliich they are intei’csted which would 
not. be possible, even if it wert‘ itesii'alile, in tlie United 
Kingdom. Such intcaferenee lias in most eases originattHl by 
the industrial undertaking liecoming Jjeavily eornmiited to 
tlie bank, wJiieh has been willing to allow further (aedit in 
return for admission as limited pamier or .slmreholdor. 

(5) More or les.s eompleli^ control n)f industrial undcadakings 
is exercised by the Trust Banks referred to on p. 2‘k The 
most celebrated example is tlie Bank fur eleklrische TJnter- 
nehmimqeui^ which was foundt/.d in Ziirich in 1890 by tlie 
Allgemeiiu> Ulidvtriziti\ts-(lesell?>chaft of Berlin. In the last 
year before the nvar of b)l4'18 this bank had a capital of just 
over 120,000,000 8wu*ss francs, which svas inwsted in shares of 
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<*ornpaiiio:'i of various nationalities, owning power- 
stations, tramways, elootTO-cheinical or engineering v/orks, 
or engaged in financial business. Although these ^com- 
panie.s l)ad tluj appearanco of being independent, and their 
sliares woi'o dealt witii on the stock oxebetngc^s, tlio majority 
of the shares of eacii ^\'ere held l>y the Ti'iist Bank, and tlie 
majority of tin', sliares of the latter wore hold by the A.E.G. 

(()) A divergonc-e from the traditions of banking ja'oper as 
complete a-s tfiat of I’riist Ranks, l>nt with a more risky piii'- 
|)Oso, may be si'cn in the Continental Finance BanksJ Which 
financo iindiudakings by taking up or underwriting (sc'o 

|), titi) now share issues, with a view to disposing of thorn at 
a profit. In this country tlnaneial eompanies whieli imdortake 
uridorwriting are not called banks. 

A suli-div'ision of thr^ aliove eategory, fo whi<di. wo will gi\'(' 
the name of Spoculation Banks, «'-x:tend their operations to 
commission laisiness en boiirsCy and devote iJie funds which 
iliey control to specailation in all sorts of sefujril ies, and oven 
eommoditii's. 'Idieso banks usually do no banking ju'oper, 
tliough th(\v occasionally deal in liills, foreign exchange ami 
])r(‘cious melals, and tlua’r depositors an* capitalists wlio 
C7n[)loy (lie bank fo work for tlaan on a couimission basis, or 
(;o-f)j)erate witli the bank on joint adventure. 

VVhilo some tinaiu*e lianks work almost entirely w itli mone>' 
bom)we7l in the form of <l(^[)osif<s, many banks of this elass 
luive. a very large sliaro capital, and in any ease sue.h work as 
und(>rwj‘iting new issues, “ s tagging,’' and “rigging” the 
markot by simultaneous buying and sculling on a lai’ge scale 
with tlio object of affecting |:)riees, can only be> undts taken by 
firms hav^ing considerable means at their disposal. 

British Financial Facilities. -In this country an attempt 
has been imide to (aiconrago foreign trade after the manner 
of the Gei’inan lx^.nks by the formation of the British Trade 
Corporallfyn, whieli was constituted under Royal ( -barter in 
1017 , to provide financial faeilitujs Tor trade after the war.’’ 
The cliart^er was given in accordance with the recommen- 
dations of a Connnittee appointed in the previous year to 

' V\\ Banque de Phu'mwnt ; I'faiite Bnnqne, (for. OrilndmujH- 
bank^ Fi)tan7Jerun(j shanks 

“ Fi*. BahqueH de Specnlalion, 



TV 


BANKING 


113 


“coriHuler the bo«t riieans of ‘meeting the neoda of British 
firms after the W ar as regards financial facilities for trade, 
particularly with references to the financing of large overseas 
contracts.” • • 

T>ie.c*t}ief features roeommended in the report of the Oom- 
mittoo were that tlie trade bank or eor])oration should (1) ha\ai 
a ea|>ital of £10,000,000 ”£2,000,000 iias now been paid up — 
(2) not accept deposits at ej^tl or short notice, (^1) only open 
current a/es for parties re<puring overseas facilities, (4) afford 
special facilities for dealing with bills in foreign^eurrojre.y, 5) 
issue credits to parties at home and al:)road, (G) have agerufies 
and branches abroad, (7) inaugurate an infornuition bureau, 
(8) not interhM’o with oilier l)anks, ])ut invite tliian to work 
on joint account and sulnnit transactions whi(*h they are 
not prc^pai’od to nndertako aleno owing length of tinio, 
inagniludo or other reasons, (9) co*o[M‘rale witli morcGianls 
and I n an u fact u real's and possibly ac(M^|)l risks on joint a/i\ 
(10) liecoine a ecaiti'e for syndicate operations, (II) roecivV 
( Joverninont> assistance to foster Britisli key industries and 
British interests alrroad through t he (ui-opc'rat ion of foreign 
aitaiGies. 

• 

As regards the financing of now companies and 
contract operations at Inmui, services similar to HiOvSe 
oflhred by^the foreign financial banks liave been provided 
in the past by British financial fiouses other than banks. 
Tlie Commenr-'il Ihxnlv of London, lannted, was formed to 
undertake tliis class of business, but it has now (‘eased to 
be a bank, having discontinued its deposit banking business 
and altercri its name to the ComniercM (Jorporafion of 
London, Ltd. 

Savings Banks. — A Savings Bahk differs from a commer- 
cial hank by being a voluntary institution, existing merely 
to encourage the liumbler classes to save their earnings. All 
private savings banks are regidated by tiio law relating to 
Trustee Savings Banks. The f)nly other kind of savings 
bank is the Post Office ^ay^ngs Bank, which is the ’property 
of the State. 
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TrusUtr. Savings Banks ari*- so-(iall(Ml l)ccy use tiicir iiianago- 
11 lent is coiuinitted by the depositors to trustees and 
managers. Tlie pro])erty belongs to the de])ositors, and the 
liank exists solely for tlieii* benefit. A part of the moneys 
dejiosited is invested in a]>])roved securities, l)ut the trustees 
and managers must not derive any personal profit fi-orn tlie 
])ro(;eeds, or deduct tliei'efrom any more tlian is lU'cessaiy 
to defray tlu? expe^nses of manageimait. 

The moviunent was originally associated with tlie clergy, 
and the first three savings bankj^ were founded fiy cleigynien, 
onp in 1799 at W(‘ndov(T, tin* next in 1807 at West Calder, 
and another' in 1810 at R.iitfiwel]. d'he first two Savings 
Bank Acts were jiassed in 1817, and liave been followed by 
numerous stat utes for flic prot(‘ction of depositors in jirivati' 
savings lianks. 'riu' Act of 180, M jirovides inicr alia for a 
fialf-yearly audit, and (‘onijicls trustcr'S and managers to 
submit weekly ndurns to the (Vimmissioners of National 
Dc'bt-. 

The Post Offli'e Savings Bank was fornuMl by Act of 
Parliament in 18()1, w hen Mr. (Iladstone was Prime Minister. 
A government savings bank had b<‘(‘n suggested as early as 
18( J (), but the j)ro[)()sal tJiaf- it should lie run l>y tlu* Post 
Ofbee was fii*st mad(5 in 1858 liy Archdeacon .Hamilton, who 
i^:. 4 ^that the bank could thus ho held constantly before thi‘ 
public;, and branc'hes provided hi the; gre^atest numixa.* and 
at f he least j)ossil)l(‘ (expense. The idea was elaborated in 
1859 l)y Mr. Sikes of the 11 udchrsfield Banking (A»., ar.d the 
final ])lan diawn in 18()0 by Mr. Chetwynd of the Post 
Oflic(‘. 

In th(' British Isles the nuinlxa- of Post Oflica^ depositors 
is now^ more' than twice as large* as that of tlu* mem bers of 
all otlier savings banks ])ut togchhc*!’. 

The Post Office; ])crforms some; of the functieins e)f com- 
mercial [)anks, ill so far as it receives deoosits anel pays 
intea-est thereon, collects ciiee|ue?s and elivielends, purcliases 
anel seOls Oovernment Steick and Annuities for its eiepositors, 
and undertakes (though not in the savings bank d(;par*tment) 
inlanel and fei reign remittances by Postal Order, Money 
Oieler, or Te^legT‘a])lii(; Mon(;y Order. The Post Office does 
ne t, how ever, issue not(‘s, or make , payments against 
cheepies, or pay out any sum over £t on de;nland, or under- 
take discount, loan or acceYitance business, commercial 
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intelligeiico, coMcvition of foiliign bills, or any baiikiiii.ii: 
sorvk‘0 wliich could l:»o of practyieal utility to th(‘ tradiug 
eornrunnity. 


KxKr«aso 4. 


1. What is Finaiif‘(* ? (S. A.tpc.l I.) 

2. AVhat is a ])a,iik ? Franio \a)iu- aiisw ra* so as to o\(*lud(' 

(‘oiua'rus wiiicli, ill yoiu* ojiiuiou, (‘a.ny on bnsirioss im|)ro|)iM-ly 
iiralor tho nanio of a liank. (S. A.< pc. 1 1 . ) 

3. W rite uotos lor a I>i*icf essay on t iu' oriyin and <l(‘\’(4o}^- 
na'iit of I»auking n|) to tlie foniulation of tlir^ l>ank of l^aigiand. 

4. Wdio were ( li(‘ lionihanls, and what part did they |day in 
comini>rce V 

5. What was th<‘ liarik Ih^st riid ion Act ’4* 'I’o what extent 
di<l it aclh('\'e its olijcid. ? 

6. Stalo ])rietly the. main (>ro\isions of tics Hank ('harter 
Act of 1S4 4. fShc>\v iiow th(^ Ikink's j>rest‘nt functions nrnj 
privik'.ges differ from tho.sr* whiidi existed befori^ 1844. 

7. Iiow would you a.sct*rtain. from the Ihuik ll(‘turn issued 

evaa'y ddiursday a.i 1 (‘moon by ( h(‘ Hank of lOnyland t he amount 
of noU'.s in i*irculat ion ? What are t la' items ih>st,“ Ihililie 
Dt'jiosits,’' and “ (iolil and Sil\<M‘ Hnllion ' refi'rreil to in th(^ 
Hanking section of tlic return ? ( ]>.( !.( 

8. W hat is tneant hy m ' ^Snsjiension of tlii< I5a.nk .\.cf ' ? 

lias sue.li a. snsjiension e\'er oceni'red, and if so with what 
(d'fect ? • 

9. 45) w'liat fi'atnros is tlie stal)ility of the moilein banlving 
sysli'in mainly a,Mri)>ut al)Ie ? 

10. VVlty do tlie J .ondon joint-stoek })anl;s issue retnrns, and 

wlio nsi's sucli retnrns ? (S.A .1 |)c. 1 1 4. ) 

11. What are tlie- principal items in th(' favlanci^ slic(4, of a 

joint-stock l)ank ? • 1 low can yon tell from such a balant*' siieet 
that the bank is sound ? • (8.A.t jK*. il l.) 

12. What is the differeiuje liet.wi'oTi a drawiiig aceoimt aixi a 

deposit account ? What in gimca'a! i« the relai ionship b<>twi‘en 
a banker and his eustomer ? in wlmt yvay doi'S a bankta* lend 
money (or credit) to his eustom(a*s, and whoso jnoney (or (*ri'dit) 
does ho len<i ? * (S. A.t pc. il. ) 

13. Hoth banks and life ini?u*ianee eom|)anies are largi' 

iiivestors. Stat^) bri»41y«tlje considtaations upon which eac?1i 
decides wluit^ are desirable and what aie undesirable iuvest- 
inents for them to make ? (S.A.tpc.ill.) 
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14. 8(atc5 l)i'ioriy iho a<lvaiitagn8 the Oracling oomiiiiinily 

derives from cjvir modern system of baiaking. (S.A.tpc.l I.) 

15. What is meant V)y (a) discounting, (6) accepting of bills 
by a banker? 

16. For what purpose does «a. Ijanker retjuire “security’’ for 
a loan or ov^erdraft ? And why are good trade biy.s often 
discounted in the ordinary course of business without collai (?ral 
se('urity? 

17. Distinguis}i between (a) a lieu, (6) a pledge, and^ (c) a 
mortgage, lllustrato your ans\i,ha‘ by nu'ans of (>xamples, and 
show which classes of sermrity an) desirable, and undesirable, 
from the 1>anker’s ])oint f)f view. ‘ 

18. Wliat are the, advantages to a husiness man of having a 

honking aeeonnt ? (D.C.O.li.) 

19. A\diat sfx^cial jaecautions are taktm l)anl\ers l)eforo 
allowing Tianking /acilities to eor]'>oraf o bodies ? 

20. AVliat are the chief funetions of a honk (a) in hingland, 

(h) in (Jerjuany ? (S.A.tpe.Il .) 

21. What long-tei'm tinoneial faeilitios are tuailablo in 
England to (a) ex|)()rters and coerseas tiM<Jers, and (//) lionio 
eoni raetors and nnderl akeis of new industries ? 

22. JTow' do<‘S a savings 1)0 nk (c.r/. the P,(). ^savings Bank) 

^litVfiV from an ordinary ])ank ? (S.zV.tpe.ll.) 



CIIAPTKU V. 

THE MONEY MAUKEi;. 

London as a Banking Centre.- That Hondo?! is tlui 
nioiuTajy eontro of tiic world is duo to its go(>gra[>lHoal aiul 
ooiiunoroial ])ositio)i, as the most impoittMit sea|)ort. Tho 
growth of intornatioiial trade has iiuuh^ it nocossary f(.)r 
producers and (consumers all over tlic kiiigdoi?? to be njpro; 
sented at tlie port through which tlioy hav?^ thtar dcNilings 
with the outer world, whih'- foreign and colonial [)ank(U’S 
have found it profitable to open l)rauehes in tlie metropolis 
in order to secairc a greater share of their countries’ Exchaitge^^ 
business ^ with Great Jlritaiu. Tlie large Entrepot trapt*^ “ 
done in London also ne(.*essitates extensivai banking facilitii^s, 
and as*rjon<ton is a mai ket for the produce of eviay country 
in the world ^ bills and credits payable in London are oifered 
for sale in all cojiimercial centres, and may be puicliase<l 
by foreign buyers of British goods. London ‘'pajier” lias 
thus become in a measuri^ a sort of international cur rency ? 
the demand for which has increased as ^the Hupply has 
become more plentiful. All coiiimereial centres arc in 
touch with London, though tlie^^ may not have direct 
banking connections mth otlier centres, and so it liappens 
that numerous transactions in goods bctw'een points outside 
this country are financed here.. Thus produce from the 
East to the United l:!M:attts and ffom South America ko Japa^i 

1 Chap. XI. “ Chap, XII. ^ Chap. XI II. 
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may 1)(‘ ylii])j)C(l against accu-ptaTict? #:3redits ^ arranged 
tlirougli London in sterling form, and it is thci readiness 
with wliieli such (*redit is granted and the respect which 
attaclies to the sterling bill that imtkes tliis business 
]>ossil)lo. 

Jjondon is also an it)ij)ortant market for pn^cious metals, 
a state of alTairs wbicli is largely duo to tlic‘ fact that 
formerly (1821 to 1914) Londop was a free market foi* gold, 
to whi(di foixngn coui]tri(\s had aecc‘ss through the simple 
expedient c/l; casliitig Bank of Eng^iand notes at the Issue 
Department ; that the South African gold mines btdong to 
Britisli companies ; and that Britain's (>xtensiv"c^ trading 
relatioTis with ^tlu^ East liave naturally resulkid in a 
supply of and (remand for silver at her principal port ot 
comm ('roe. 

' All tlu'sc* (‘auses have contributed to Londoids banki?ig 
resource's, M'hich liave become greater than those of any 
other cc'ntre in th(‘ woild, and have themselves Ju4[)ed to 
]v(‘(*|) Britisli trade*. togetluT and io devedop it. 
wi,>^onu? idea of the working of the Baiiking Systojii in 
l.oKdoii may lx* gained by iniagining the various banks 
having otlicc's in the metrojiolis to be* arra.n<red in two 
concentric circh'S, \iith the Bank of Ihigland at tlu/ centre 
(sec* Fig. 1.) 

Th(' Bank of FiUgland is represcaited as the centre of the 
system because it is tliere that the bulk of the gold reserve 
of theyountry is kc'|>t. In addition to kee])ing the accounts 
of the Rritish (h)Aa>rnment and some of“the largest jiublic 
bodies and private lirms, the Bank of* England is the 
bank(*rs’ bank and the* centre of the clearing system. Jt 
holds part of the reserves of the pr iiicapar banks in the City, 
its vaults contain the gold whieli covt'a’S the Bank of England 
not(^ issue, and the B, of'E. reserve, against which it dis- 
counts bills and makes advance's atfainst security, is greater 

A p. 290. 
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than tJiat of ar!\; other institution. 'I'ho Bank Rate of dis- 
count therefore controls to a great extent tlic discount and 
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Notk. Pciyni<*iits from one member of the moTH\^’ market 
to another irsuaLy take llie form of a I raiisfereiiec; of ( rod it in 
tlio accounts o^ one or more of the banks Ve})resente(l by th(> 
inner i-ing of circles : either {a) hi the Bank of J^ingland or 
other clearing bank only, or (b) tlir|)ugh tlio eleai ing iiouse. 

Idle ultimate yueaning of “ m(.)n(iy in the money market is 
credit at the Bank of England. 


loan rates charged liy otfujr biinJvers. It is noteworthy, how- 
ever, that the. system ‘created by tlie»Act of 1814*, whereby 
the issue of additional currency by the Bank was made 
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clopciHloiit OH tlu' purchase of* gold, bccany/ vitiated by the 
issue of paper inoriey by the Goveriuuent. Uiulei’ the 
Gurrejioy and Bank Notes Acts of the large l)anks 

A\'er(^ abl(‘ to oljtaiii Ti;easury Notes Llirongh tlu^ llaiik of 
England (see p. 140). 

The ('learing Banks are content to leave laige balances 
to their credit at the central institutiorj, for the following 
reasons:, (1) Tlu' Bank of England provides a eonveiiient 
and gratuitous stoi-age for paid of their reserve's. No interest 
is ])aid there(j 5 n, but the ])ur[)<.)sc of a reserve is rud to eain 
interest ; and (2) by i*ontribiiting to the Bank of England 
reserve the othei- banks strengthen the systern as a wlioir'. 
(11) 'bile clearing system lU'cessitatcs a balance to tlu', (a/edit 
of every member *to cover transfers to the A/c of the dear- 
ing Bankers in settlement of that nuunber's indditedness 
to, other banks tlirough the (bearing Houses TIh' ck'aring 
l>alanct's also include collections for the account of non- 
clearing banks, for in order to make use of tlu^ EUairiiig 
House any })anks which are not menibers must emjiloy 
^dhe j>er vices of one of the clearing banks as Cleaihig Agent. ^ 
The interworking of tlie banks etfects an ecamomy in 
coin ajul notes, sinc'e their reserves consist of cash in hand 
and “ at bankers.” A banker who discounts a bill dVavvn 
on one of bis own eustoiners debits that customer’s acaaiunt 
when tlic hill falls due, and thus reduces his liabilities to 
customers on current accounts. But if the bill is domiciled 
elsevvliere its payment w-ili be in the form of credit witli the 
paying bank, either direct, or through agf,nts, or througli 
the elearing house. The s^me applies to the collection of 
any soft of security through the banks. The receiving 
bank's balance of '‘Cash at Bankers” is increased, and 
may be withdrawn in currency if desired. In the event of 
a general demand for cuiTen^y, recourse must be had to the 
‘ Batik of England. ^ 1 . ‘ , 

^ 8eo Principhs and Practice of BusmeHS, p. 206. 
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Tli(^ priiici|jal in oacli -group aliown on tlui diagrani 

(Eig. 1) are : 

'VHK LONDON BANKING SVSTIAl. 

ENonisii (inoui’, 

Jjtnulou Chariiuf Banhs, 

Bajilv of I'aiglaiul. 

Banlv of Li\ cu‘|)ool ajid Martiii’a Ltd. 

J5arclay's Banl\j Ltd. ‘ " 

Lout Is iSi ( V). 

('ox ik t'o. 

(Jlyn, Mills, Currie & (.'o. 

Jdoyds Bank, l..td. 

I^ojidon ('ounty \V('si luiiistor ami l*arr's JLuik, Ltd. 

London .Joint ( ily atid Midland Bank, Ltd. 

National Frovineial and Union Bank of Eiiglaiul, Ltd. 

Williams Doaeon’s Bank, Ltd. 

.1 Vrorincifil Ji(t)iL\ 

Manehesler and Liv'erj>ool District Banking Co., Ltd. 

'J’licrc. aiH> n()^v only four purely provimaal banks in lOngland 
liaving an ijid(‘pend(‘nt (^xistenco, viz. : the Lancasliire and 
i'orksluro Bank, Ltd., Tlie Maiicbcstei* and (Jounty Bank, l^td., 
Eho Maucliestor and Liverpool Distrix*!- Banking (-o., LroL.' 
and tbe Union Bank of Man/diester, Ltd. Of tliose only the 
Miinehesler and Ijiverpool IJistrict lias an olliee in Lr)ndon, and 
the Umion Bank of Manchester is alfiliattHl to Barclays. 

. HeorJ isu Ciiour. 

Bank of Scotland, 

British Linen Bank. 

(.'lydcsdalo Bank, Jdd. 

( ■oninicrcial Bank of Scotland, Ltd. 

Natiojial Bank of Scotland, Ltd.^ 

Iloytd Bank of Scotland. 

Union Bank of Scotland, Ltd. 

The Bank of Scotland, established in 161)5 by Act of Parlia- 
incut, was the tii-st of’tho Scottisli lianks. It opcniCJil an oliico 
in London in 1867, and now lias a working arrangement with 
tlie London County, We.stinivist?c?r and Farr’s Bank. The 
next in the field* was^thxrRoyal Bank of Scotland, incorpoj’atcd 
by Royal C'harter and ostalJlished in 1727. Its London otlice 
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was ojK'ui'd ill 1874. 14ic Uritisli Lin<‘u^ Tiaiilc, estahlislKMl 
unrlca* ('liartca* in 174() as the Bi'itish Linen Co., began 

issning its own notes in 1750, and quickly became a p.urcly 
banking bu>siness. It is imw a Hi hated to Iki relays. 

« * ■ 

iRlSir ({HOUi*. 

National Bank, Ltd. 

Provincial Bank ot In'laial, Ltil. 

The Biilfast Banking Co., Id(|., is atliliated to llie London 
Joint ( -ity and Midland Bank. The Ikank of Ireland, Royal 
Bank of rreland, iJd., Iliberniau Bank, Ltd., Miiustia* and 
Leinster .Bank, Ltd., Northern Banking (^>., Ltd., and tlio 
Ulster Bank, Ltd., have no offices in London. The Bank of 
Iridand began business under Koval ('liarter in 178*1, and is 
the old(‘st of the six Irisli note-issuing banks. It holds fi 
position in Ireland? similar to that vvliich tlie Bank of Bngland 
occupies in England, in so far as it koe[)S tlie Covernment 
accounts, and its stock is om? in Avhic'h triisttu's may iiivi’st 
ifnlcss otlu'rwise instructcil. 

Colon! A ( Jkoup. 

African Banks. 

Anglo- t]gypt ian Bank, Jdd. 

British Iknik of V\d‘s( Africa., Llil. 

National Bank of I0g\ pt. 

National Bank of South Africa. 

Standard Bank of Soutli Afric a, Ltd. 

Australasian Banks. 

Australian Bank of Commerce. 

Bank of Adelaide?. 

Bank of Australasia. 

Bank of New Soutli VV'ales. 

Jkink of N<^w Zealand. 

Bank of Vi ('tori a. 

(Vanmercial Bank (;f Australia, Ltd. 

(\.anmercial Banking Co. of Sychu^y, Ltd. 

Commonwealth Bank of Australia. 

Englisli, Scottish and AustraliaiV Bank, Ltd. 

National Bank of Au.sti'alasia. 

National Bank of Ne\v Zealand, LtjJ. 

(^m’ensla.nd National. 

Uni cm Banli of Australia, Ltd, 
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Ganadi^ Banks. 

j^aivk of Moiit ri’o l. 

CniirHliaii I>aiik of Ccjiiiinorco. 

Doiniiiioii Hank. 

M('icJiaTits*lkiiiU. 
ikirik of Nova Soolia. 

Hoyal Ikiiik of ('anaJa. 

Union Ikiiik of (’anada. 

J3 It! risfc O vp]n.si:As (I uo ur. 

Working in Foreign Countries. 

Anglo-South AncH*ri<*an Bank, Ltd. 

Ikink of Kouniania-, Ltd. 

Ih itish 0\"(Msi‘as Lank, Ltd. 
l>i-it ish Tj'ado ('oi jjorat ion. 

(a)lonial Ikrnk, 

Coininei'oial Itank of S])anisli Ainorita. 

Uanibi'os ILoik of N()rihoi*n (k>nuiu‘r(‘(‘. 
lni|)ei'ial Lank of Porsia. 

In\porial Oltoinau Bank. 

Ionian B .nk. 

London and Brazilian Bank, Idd. 

London and Kivivr I Mato Hank, Ltd. 

1*. tSf- O. Hanking ( ’or|>oral ion. 

Eastern. 

(Miai‘t«“rod Hank of India, Aust ralia and (’liina. 

JOastorn Hank. 

lIoTigkong and Slianghai ikniking Corporation. 

^ ]\h*‘’j’<“an( ilo Ikank of iialia, Ltd. 

National Hank of India, Ltd. 

M'ho t>anks of ibis group \vork almost oniiroly with British 
capital, though thoir principal activities aj o in foreign countries, 
wliere ttioy have their owji branches or atlilia-ted banks. 
Lastorn Banks arc sliown separately becaus(\ altijougli inu(;h 
of their busin(\is is in China, tlie Dutcli Last indies, the 
Philippines and .Japan, they alsooperato in tlio Lastorn States 
of tlio British Ein[)ire. 

Lore 1 ( jn ( J ro irp. 

American. 

Guaranty Trust tn. 

Nati<.)n.ai ( 'ity. *’ ‘ 

ChUian. 

Banco do Chile. 
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French. 

(,'oiH|)ioii' National d’Ksconi[)lc de Paris, 
(’mlit ] rKlustricl. 

CVodii jjyonnais. 

8ociel6 Geu6*’aIo do I’aris. 


Greek. 

l>ank of Athens. 


Italian. 

1 hinca ( ’on \ i nereialo Italiana . 
(’inulito Italiano. 


Japanese. 

P>ank of "Paivvan, Idd. 
jMitsu))isln PanU, Ltd. 
Suinitonu) Bank. 

Yokoliaii’ia Specie Bank , Id ( 1 . 

Spanish. 

Banco de Bilbao. 

Banco lO.spanol. 


Swiss. 

Swiss fhmking Corj^orat ioii. 


The following siirninary shows a[)[)roxiTncitcly the aggre- 
giiiv deposits, capital and reserves in 1021 of the banks 
having oftices in Lojidon : 


(Jronp, 

l.h'posits, 
£ millions. 

Cijpit al !iik1 JU-Sf.TVt;.s, 
£ millions. 

lOnglisli 

- 1,SS1 

120 

Scot t ish and lj'i.sli 

;n5 

20 

Colonial 

uos 

100 

Bfitieli Overseas 

:h)() 

54 

Foreign - y - 

025 

125 

Naturally the greater part 

of the 

1 1 0 

lunds' controlled by 

the banks of tlic last tliree 

groups i 

ire ejnployed in the 


countries in which the banks operate, but their presence 
brings business to Lojidon, adding to iis iinj)ortance as 
a banking centre. 
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Tho figures (l4> not, however, includo two important 
groups of irinance Houses, which, though tiiey are not 
banks in the full sense t)f the word, are properly represented 
in the diagram hs forming part oh the London l)anking 
system, as they help in the finanoing of foreign trade by 
accepting and discounting bills of exeliange. Such names 
as Huth & Co., Lazards, Baring Brothers, Brown, Shijdey 
and Klein worts bring to the mind of the business man a 
group of sonuj thirty so-called Acceptiug Houses whii^h serve 
as initiators of great business transaedions. As s])eeialists 
in their domain they are more closely in touch with the 
jiarticular trade ojierations whicii they fmanca^ by nutans 
of their acceptanc(;s than thc^ banlvs ar(‘, and are thendoro 
able to provide facilities which would 'hot Ix^ obtainabh^ 
elsewlua’e. Among the Discount (dm panics, wliose special 
function is explaiiUMl in the next paragi‘a])h, Alexar;de’'s’ 
Discount (Vn, Ltd., Baker, Duncombe & ('o., Idd., B. W. 
Blydenstein & (V)., Ltd., and tlu' National Discount Co., 
Jjtd., occupy a prominent position in the fjondon market. 

Bill Brokers and Discount Houses. -A Bill Broker is./? 
merchant wliose special bnsines.s it is to buy and scU bills 
of exchange. He fulfils the. double function of discounter 
and intcrm(‘diary between tlic traders and others whose 
bills he discounts and the banks Avho r(vdi.scoun(: some of tbe 
bills ferbirn. Though the rerm Rill Broker ” denotes an 
individual dealer in lulls, there are also many large firms of 
bill brok(a*s, and the term is synonymous w^itU '' Discount 
Housti.” An Exchange Broker is one who specializes in 
foreign bills. ‘ 

Both ( -ountry and City banks purchase bills from tlie bill 
brokers and discount houses in addition to discounting for 
their own eustomers, as (I) they are thus able to obtain a 
supply of first-class bills which would not otherwise come 
theii’ way ; (2) the orokers usually have a wide, selection 
of bills to offer, so that the banker who anticipates a demand 
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on his resources at certain future dates is.able to invest in 
those maturities which will put him in funds again in time 
to meet his eommitments ; and (3) hill brokers hold tliern- 
selves res[)onsible for th<' due paynuAnt of all bills offered by 
tlrem. it is not the custom of the bill bi'oker to endorse 
the ])ills that ]>ass tlirougii his ftands, but lie sees that the 
seller (‘ndors(\s tluun, and usually gives tlu^ re-discounting 
bank a general guarantee covcu'ing a number of bills, in 
addition to which lie may dejiosit batchi^s of liills or 

Kloaters (see p. 3H) as collateral, security. 

As bn\'er and .seller, the broker's di'alings are natui’ally 
corifiiied to tlioso liills of wbich there, is a ])osit ive supply and 
demand, for in tlKanee, as in trad(\ aji intcTinodiary cannot 
exist witliout a maiJvct. The bill broker crcNvtes a market by 
socking out. the holdtas of bills, and offering tho bills to tlio 
bankw. 

So far as tlio home trade is coneernod, tho broker lias no 
su])ply of bills lieyond those be may tiiseount himself; for in 
the usual course of businc'ss inland trade bills [lass through 
tlie lianks foi* eolleeiion, and if the banlon* is asked to discount 
^bem be can r('adily' obtain information i-egarding tho status 
of t lie aeecipt or.s. Mon'ox'or, l^higlisli bankias do not have 
t heir bills r('-diseonnl ed, as foreign lianicers do ; for an att(‘m|)t 
to realize tbidr portfolio would givc^ an uufa\ ouralilo bnprossion 
of their fiuamaal ]iosition. 

By far tlu' majority of lulls rliseounlod in J,.oudon are thos(‘ 
\vhi<‘h arise in iMimmetion w'ith foreign trade, and the Cit\^ 
banks obtain these bills througli the liill bi’okt'is. 'I'Ik^ su))ply 
consists e.bieMy of (1) tradi' bills drawn abroad and acRN'pltRi 
by iin])(i;'ters heie, and (2) bills acH-epted |)y foreign and 
colonial banks nmler Lomlon acRiepling (‘vc.dits, and those 
})f>aring the ae(*e])tanees of '.inanee houst>8 other than hanks, 
d'be l)rokt^r (*alls dail\' at tlie otfices of 1,1 le foreign lianks, etc., 
and i‘(H*nives fj’orn each a list of bills whicli they wish dis- 
eonnted, and with tliis he pmceeds to tlie City banks to 
arrange h us i ni^ss . 

Tlie hanks choose those acooptances and maturities wdiieh 
suit their fancy, and ni-o able to ref bse, Without incuiTing 
anybody's displeasuri^, those which they considca’ loss desirable. 
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In paiticvLilar, thojjanks a ro ml willing, for reasons statod oti 
p. 10‘k to discount any foreign trade bills iniless they art^ 
oitliov docmnontary, or if clean, then stating that they ai*o 
(h'awn against .spc^eific shipments. I'hoy also diserinunat(' 
against acceptances by fortagn (inns and “ foreign agtaiey ” 
])ills, i.e. those acce])ted by J^aiglisli repi’csontatives of for(‘ign 
firms, the ))iilk of wlioso assets are sitnafod abroad. 

Tlie intricaeies (^f modern banking, aiid the vast amount 

of specialized knowledge Avliich is needed to eori(iiic*t any 

OIK' of its depaidjiients^ including dc^alings in fonagn lulls, 

on sncii an intcM’national eentre as London, makes tlio 

broker's sei'vices v(‘ry useful to thi' hankcM’. The spcn-ial 

])usiness of tiie broker is to know all about bireign bills and 

the eliai aetiw and credit of the nKuehants and (healers who 

< 

aeeejit and endorse tliem. It is, th(a‘(‘for(\ not surprizing 
that ho continues to ])lay an im]K>rtant ]>art in this market, 
tliough in for(‘ign e(aitr(‘s ih(‘ lianlcs manage to do Avithout 
him. Moreover, the commission taken by the broking 
amounting to an addition of ..L to i to l}u‘ rat(> per rent, 
jter anmini, is not worth (a)nsid('ringy 1 'h(‘ brokta* bviys by 
(his amount ch(‘a[)('i' (ban tiu' market rat(‘s at wldcdi tlVe 
l)anks rc-diseount the )>il]s tor him, but lie is alile to dispose' 
of nyiny bills Avlnc.h Avonid not command a good price 
without Iris guarantc'c. 

The margin of jiiolit obtainable by tlu' bill lirokcr is but 
a very small [lart of the value of tin* bills which pass throngli 
his hands, for it is dtaived from fractional dilbaence's 
l>ctween the rates whicli lie receives and pays. An i’ninense^ 
tuiTVover is neci'ssary to make the biisim^ss ])ro(ital)le, and 
the broker conseejnently reejuiref* a large amount of circu- 
lating oa])ital. 

In addition to selling many of his hills, as exi)lained above, 
the broker eontiives to borrow the money he wants at the 
cheapest possible rates, and .just as he needs it, so as to 
waste nothing* through 2)aying intere^^t on money wdiich is 
not aetuaJly in use. It Avoiild not })o profitable l;0 discount 



128 


TRADE, TRANSPORT AND FTNANCJE 


DHAP. 


Avitli capital raiaecl permanently foivtliat purpose, for 
discount rates are low in comparison with those obtainable 
from investments for longer periods. 1"he cheapest accom- 
modation ma3^ be obtained from the bafiks, tlio nature of 
whose ])usiness is such that it leaves them with fluctuating 
cash reserves, part of which may be lent out for ver^T” short 
periods, though it would not bo safe to lo(d< up such mone^^ 
in advances to customers. Rather than allow such surplus 
balances to lie idle, though even for a day, the banks are 
willing to lend them at very cheap raters, repayable at 
“ call ” or '' short, notice.” These short loans form the 
bulk of the working capital of the Rill llrokfU's and Dis('ount 
}fous(‘S, who gi\;e s(‘curity as (explained above. A j)ortiori 
is even borrowed overnight,” and it is the bill broker’s 
busiru'ss to find out each uKuning which banks a!'{^ lik(‘ly 
tj Irave balanc('s available or to call in f heir advances, and 
to fix his T'ates of discount acc^oj’dingly. 

Mone^^ at '' call ” and short notice,” ai\d fortnightl v 
settlenieiit ” loans are also used extensively" b_y memlxa's 
the (Stock Exchange. 

Thougli some of the largo Dfscount ( V)m|)anies cncroacli 
on the domain of }>a-nkiiig to the extent of receiv ing deposits 
to obtain funds winch they wTuild otlierwise have to borrow 
from tlie l)anks, bill brokers as a class cannot be regarded 
as harnd'ul competitors of the . la tier. Hie business of the 
discount Jiouses differs essentially from banking in that 
they cannot afford to kei^]) a cash reserve, or in other words 
to pay dderest on money and keep it lying idle. All money 
in the bill dealer ’,s hai^ds must be interest-earning, and if a 
run is made xipon him he* relies upon the Bank of England 
to advance him money on the securities lu* holds. 

What is the Money Market? — The ‘'Money Market” 
is that organizatiim throngli which loanable money is 
dealt in. " ^ 

In particular, the 'term is applied to arty place where 
advances are obtainable for short periods, and in that sense 
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it embraces no nu)re than tln^ inarla't for- shor t loans and 
tlio Discount Market. Th(‘ eonunoditv dcsilt. in is tlic slaort 
loan fund, consisting of th(^ total amount of money aAniilable 
at any time for ifdvances against biUs or* for shor t loans. 
The market is not eoniined to any partienlar building. It 
centres* around tlie banks and finance houses, to whom tlie 
temporary surplus fr’om priv ate and j)ublie hnance gravitates 
in tlie form of deposits. Tl\e demand for* tlu* momii»y ar*isc\s 
with the need of (*omm(*r(*ial men and jmlrlrc^ d(*par*tme'nts 
for ternjKvrary advanees^to In^idgt^ tlie ga|) t)etuwn expendi- 
ture and j-e venue. 

In a wider sense tlie Mon(*y Market may understood 
to iiieludo the organization through which sav(*d-ii|) caipital 
is lent for long {leriods, or eontributed irT return for* shares 
in joint-stock undertakings. The su|>pliei‘S of such capital 
ar’c the investing jniblie. Users im lud(‘ govei'nrm^it^, 
imniieipalities, com))a.rn(‘.s, etc. The inlta-modiaries art* the 
hardvS, nrrderw riter’s of ru'w issut's, company (>r*omoters and 
stockbrokers. 

The Foreign Exchange Market, tlu^ Bullion Market, and thr 
Stock and Share Markets art* •also fr e<{U(*ntly l efei red as 
forming departrmmts of the Money ^Market, but sneli a 
e]assificati()n is not exact, and should be avoidtal. Tht^ 
Morve^- Market is the W'hicle tbr-ongli wliieli money is lent 
in return for intert\st or contributed to undortakc'r's witli a 
view of profit -sharing. 1'be other mai*kets reff*iT(‘d to abovr* 
exist for the })urchase and sah* of foreign cur rencies, precious 
nudals and marki'table seeuritit's respectivtvly. ^ 

Loiiibai’d Stixiot seemis to havt* been associated from very 
early times witli inonetfTiry dealiii^s. Until 15t)8 tJu; Gold- 
siniUiS and M<>rchants used to nie 4 *t tl u^rc* to transact tlioir 
bnsiiiosH ; Init hi the following \eai- accommodation was 
provided in a Imiklin^ t*rected in (.’oriiliill by Sir Thomas 
Gresliarn, QiuMai kTlizulicfb’s financial adviser, d'lio plaix: ums 
fii'st Icnown aw the /tour, sc, ami •later as the Royal Exchange, 
being the foriaMuner ot the present bmlding of tluit name. 
Nowadays the true cent i*e of the iMonex' Mai’ktd th<i liauk 
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of Ri.i;Lilan(l, and all IIjo largest ])anking i>Tul dnaTicial Innjsas 
nf the City are sitaiated in tlip mnnediate noighlxnnliood of tlie 
Rank and Lombard Stre(d.. 

Discount and Money Rates. The j^rloo of inoney -Cr. 
th(' cost of }K)rTO\ving it i.s governed, like tlie price of any 
other commodity, by the r(‘laiive hdensity of supply and 
demand. Ev('ry day the tinancial columns of the leading 
ne\vs])apers contain a list of ,the I'ates at wliich dealiitgs 
liavt" iakcM plac(‘ on tin* pn^vioiis da.\% aiid a short article 
on the state of th(‘ Mom'v Market gema-ally and the t(‘nd{'ncv 
of availab](' credit to f)econ)e more or less jdentifiil. All 
rat(\s ai'(^ (j noted per roil, prr annum. The following 
(‘xam|)les are takcai from the Dailjf Tdoijraph. 


MON KV :M AUK KT. 

I’ANK UATK 41 , p.t*. 

IA'K Itt irom 5 i>.r, 

lAT'niii'j. lllh A|iri!, 

'I’lu' rx l^:'sirr i;- in tell upon Aiiirkta rt'snMr<'('S, 

sniTir m fill' iM'in ini'i.'il l»;triKs ;i pparciifh in in pn;- 

inn inr ln/liility Mmn-s . 1 liniiuh si ill in supjiiy, 

\.\ ;is iinf si» pient ii'iil at tlie clnsc. aiiA laC. bnrrnui-rs \vrj'(* inr sn rasily 
aornmnindarnil at ‘A. f-fr as nn previous <ia\ s. 'L’lie t'enerai rate 

I'or eall loans was iC'. pi*r ecni., witli old money ' 4 !iin;,' on a1 A p<M’ ivnt., 
uliilt' weekly inone\’ ranged |■'•onl ‘J' to pm: (enf. 'I'he 1'nll three 
niiXiths’ (‘i.'rnnii I'e-iai hi!] wiw e.iMed il',' 1o per eeiit., and a lew 
Tn’as'.iries were eh.iiejiny han;!' on the ii.-n Oni -it to -J,'. |;ei; eenl'. 

.MAK'K l/J’ DISCO I .X ,.s. 

f’er eent. j IN'i 

lip-day IkinU hills l';' ; .‘Jin. Iin<- trade lolls I 

d intl!;-!, liank hills d).' j 4 in, tim- tr;ide lalts -I V 

I niliis. Dank IdlU l-'l :■ «> m. line tiad-: hills 4', 

(i mths. IhinU hills d ! 


• HAXK AM) MO.M'.V U VrES 

Ihu'.kenv dep. flite dV 7-da\ market loans iU :4 
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The Bank Rate is the advertised minimiini rate charged 
by the Bank of England for discounting approved bills or 
granting short loans. It is fixed by the (Jourt of Directors 
at their meeting every Thursday, v)ut’ in emergencies the 
Bank has been known to alter its rate on other days. The 




V 


THE MONEY :\lAR7vE1^ 


m 


Bank Hate is usui^lly higher ^ than tlie market lates quoted 
by other banks and discount liouses, })eeanse th(‘ chied 
concern of the directors is to protect the I? ('serve ratfier than 
to attract business* If R)r any reason* t lie Ib'Sc'rve beconu'S 
depleted they raise the Bank Rai(\, thus cbeeking the 
demand for currency, whereujion Hie other fjiinks, by 
mutual consent, increase their eommoii rah' for (.leposits 
withdrawable at noti(*e, shown in Hie mofK'v columTi as the 
Bankers’ Deposit ivato. 1’his l•at(' has no liderenei' to Bank 
of England deposits, oh which no interest Jt is 

adopted nniformly by all London bankets, and maintained 
at a fixed percentage belov' “ Bank Halt', whattn-er that 
may be. 

• 

The difference l)et\ve(‘n the Market Discount Rate for banic 
bills and tliosr^ (.pioted for fin(' trade !)ills is (jm* to tlu> 
gH'ah'r amount of risk attaciiing to track' bills. It viH 
also l>e noiieed that short u.sanees are usually discounted 
at clieajX'r rates than l)ills diu' .sc'vt'ral montiis ahead, Hie 
reason lieing tliat long-elated maturities (a) (‘utafl a “ lock- 
up ” not eonducive to full utilization of funds, and (li) a 
remote due date tends to incre'Mse the risk. Hates do not 
vary proportionately to ijie usance, hownw'r, beeiinse 
bankers and dealers ar (3 above all anxious to arrange their 
\)oo]ss^in su?ch a way that they may rely uj)on funds coming 
.11 at such dates as tfiey w ill be in need of ( Ik'IU ; so lliat Hie 
demand for say June bills ma37 I)c no greater tlian for those 
falling due in July, in which base tiio rates quoted for botli 
maturities may be equal. 

“ Overnight ” Money Rates follow' more elosel}^ tlie im- 
mediate requiren^mts of the market, and may jihnp at 
the end of the dw to a relativel^^ liigli tigflro, owing to the 
fact tliat broke'fs wJio need uecoftimodation at tlu.^ end of 
one day, but know^ tliey will be iii funds again the next, 
prefer to borrow' for the night at a higli rate rather than go 
to the Bank of England for a loan which vi ould bo grant<‘d 
only for a fixed period of throe to ten da} s. 

• * 

^ But the rate act«.iulV charged to r<_^ulai' custoiyer's wno 
keep their account at the 17a*ik is Hie current mai ket rat e 

* Two per cent, below' at' t he proseivt time (1922), 



CHAP, 


132 TRADE, TRANSPORT AND FINANCE 

The P>aiik Rato may bc^ regarded as tlio Pe'.gulator of the 
jnoney Diarkct. A rise in the Rank Rato, by nialving access 
t(> th('< l>anlv of England Reserve inore expensive, creates 
tlu‘ scarcity which is nccessaiy to hi’iiig about a general 
incr(‘ase of discount and rnoui^y rates. Usually tlie market 
res|)onds at once to any mov(imcnt in tlu? Rank Rato, which 
is usually incrc'ascd Ix'fort^ a. drain, actually lake.s j)lace, and 
is regarded as a reliable indicatoi^ of moiietaiy conditions 
as they are or will ))e i!i ihe immediate futuic. An iniTcase 
in tiu! inard:et rab'S, d sutlicient, must (w enlually have tlie 
elfcct of ('heckitig the deir.and for advances and attr-aid: 
(k'posits, with the n'sult that resei‘V(‘S an' re[)lenished, 
market rati'S Ixi^’oine easier, and a reduction in tlie Bank 
Rate, followed liy a jX'riod of eheajier money, ensues. 

If tlic market rates sliould fail to nio\’e in syfUjiathy 
Vv'ith the oHieial minimum, the marlo't is said to be hostik^ 
to the 'Bank, 'rhe latter institution has on such occasions 
been known to liorrow from the market, or e\’en to sell 
securities " lor cash and simultaneously buy them in 
again for the account/’ in oixler to increase the demand 
for money and fori'e rates upwards. 

Dear and Cheap Money. - 'the influences wbich bring 
about a sliortage of currem-y or increase the demand for 
it, and thereivy induce a rise in the Bank Rate, may he 
summarized as follows : 

1. .Fxport of Gold Bullion; 

' 2. 'trade Activity ; 

3. Heliday and Harvest Expenditure ; 

4. Gove]’ninen4 BoiTowang ; 

r>. War and (/ivil Disturbances. 

(kmversely (i) tlu? import of gold, (il) a trade slump/’ 
(iii) public saving, and (iv) 8tat(* economy prodiic(3 tlio 
opposite elTc(;t of increasing dfie svipply of or rc^ducing tfie 
demand for c'UTr‘‘ney, and eoi;)se(j\iently inducing a fall 
ill tlie Barik Rate. It is doubtful wliether peace is in itself 
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a 8uffi(;u‘nt infliftaK'(‘ ti> alnuit (‘asi(‘f nioiict af’v con- 

ditioiLS, except in so far as it brings rcdrenclinveiit and 
restores eonli<l(nie(‘ ; f)ut (v) the removal of social disconient 

(•(n'tainlv lias tlia.i eildct. Of eourse tlH‘ manv inlineiKH's 

• • 

affecting the money market are xaipable of a far more 
detailikl elassifieation, but the above has tlie advantag(‘ of 
brevity a-ud, it is hojied, gr(\ib-r eh'arness and more logieal 
arrangement than those hif lierto attenpded. 

j. (iold il/orr/zno/ys. - Ihdnre f h(‘ war of 11) I k I S Lomlon 
was a free mark('t foi gold.’’ d'hat is to say gold (-oiild be 
coirH'd freely at tlie ^Ihit withonf eliargCj S()V(vr('igns were 
fr('ely giv('n liy tin' Hank of England al par \alin‘, and no 
restrictions were plae<‘d on the inipoit and export of gold. 
I'lider such conditions withdrawals of gol^l foj* (export \\(‘i‘e 
fnu|ncnt, for wlieiuw'ei' foridgn (‘xchangtts wiavt against ns, 
or a sh(,)rtag(^ of the metal occurred in any foJX'iym (amfm, 
gold immediately hd’t thc'se shore's, and at rinn'S shipments 
were'- so large as seriously to de'pletc the iJe^se'rves * 

l']xA:vi eiax W’Ih'ii yoUl wjjs reMjuircd t’or shi[sii(ai<, llio 
C'xpoi'fe'r l)()iiglit it tVoin lli<‘ Itaiik of luiahnid with a e)i(MHJ(‘ 
d)‘a^^'n on liis osvn ’Oiinlc. N'ote/s were takoji fro)ii. Hh' Itosorve^ 
and ti'ansfea red to t he Tr;:-;n<^ De'part meaH . \\ lua“(‘ 1 Ih'v *\\cr(‘ 
('ane'e-lle-el and Mk' j]tokl rejiia'seaned l>y lin iii de'li\ oi'(.m 1. At 
tl)(.‘ same time tiio ek'araneat of the; eluM jia' l e'dnes'd tiu; Kank's 
liabilities. 'rijo items ‘'Notes'' aiul '' (It Iks' Dt'positvS 
t lu'reVoro deert'ased in equal (jiianlil it's, and the Proportion of 
th(' It (’Serve foil. 

It is thenddre^ not surjM'ising that the rnone'v market 
\sas more suseejttdilc to moA’ements of gold Inillion than to 
any oUkt inlluene'e. These movements we're reile'cte'd in 
the Ifank Hate.,^ A raising of the diseonnt ralediad the 
immediate etfeet of retaining gold wliicii would otheu’wise 
have been slnyipe'd abroad, and »f attracting rc'nnitance'S to 
London to take advantaged of tig* higher rate. 

With the disap])earance of gold standards all ove^r 
Europe, and the elfaotk liuetiiations of excliange^ rates on 
those (’ountries .w hicli have no stable* (vurre.'n(*y, it has been 
necessary to im])ose restrietkins ejn the^ removal of gold for 
export. NeveathHess, gold is still thg basis of oin; eurrency, 
and as international relations become more fettled, and 
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gold ]*eturnw io circulation, bullion inovcriicnts will in all 
|)rol>al)i)ity again fx'coine the doniinant* factor of su[)ply 
and d(‘inaiid in the money market. 

At t he prcHCiit tim<‘, rtpart from the notes’ of tlu‘ Scottish 
and ii-isli hanks (svliieh are not actually k'gal teiKhw),, the 
currt'ney in (^ireulalion and in hank reseiwes consists* of : 

1. (h4d and sul>sidiary coin, and Bank Notes repre- 

senting coin : 

2. The lidiuviary issue of the 'Bank of England ; 

3. Cur!’(‘ney Not('s. 

t>iir (unreuey laws fix the amount of tlie Bank’s fiduciary 
issiK', and proliihit any itKa*<*as(^ in th(^ issue of (kirr'tUK'y 
Notes. 'There exist thendore no means whereby tin' full 
legal teruku’ (‘iirrtavy (negleeting suhsidiaiy or token coins) 
may be augmenied or diminished (-xcept (i) the import or 
(>x|)o?-t of g(4d, and (ii) the eonsumption of gold for use in 
tile arts. {'Tlit* po'sentation for minting of gold already in 
vis(' in the arts dot's not normally take' })lae(‘.) 

:2. Ti'(idr Ac'hVoV//. A piaaod of trade activity has the 
douhk' efleet of [a) inei’easing liankers’ liabilities on current 
accounts and (/>) inc’n'asing th(‘ (h'lnand for coin and notes. 
44'ade atid industry, having to execute a greato!' iiund)er 
of orders, arc dc])endent upon the l)anks for the pTovtsKai of 
additional woiking (apital to deal with them. ’This 
meajis an inci*(‘a.s(sl demand on. Iht' Banks to discount hills 
aird allow ov('rdraft.s, hv the granting of whitdi the hanks’ 
liahilitk's Ix'c'ome gn'ater, witliout any addition being made 
to tiieir Ve serve. On the eontrary, inerea.-ral (‘mployment, 
eidiane-ed wagi's avid tlie patural tendency mf a period of 
prosperity to increasi' retail purchases, result in a depletion 
of the item Casli in hand and at the Bank of England.'’ 
Th(‘ ratio of ('ash to liabUities i.s tlierefi^ire adversely atfeeded 
from both sides, and the banks are obliged to hiishand 
their resources u it h a view t(/‘stahili/y icitlier than profit. 
The bill brokers also arc faced with an increased volume of 



V TMf'? MON lOY MARK I'yr i:!5 

busilU'Ss. ami, n*)l Ix'ini; able .to bt)i row st ) muob from llu- 
joint', stock banks, Ijavi' t<> iL»;o fo tko Ibnik Eno'land for 
accomniodatioa. A drain on jljr Jfarik of iMiiilaiid Ivrv'^m’vc 
billows, and tl]0 l>ank Itab' is T-ais(‘d. W’itii IIh' j'o])a yniriit 
of loans and tlio dociinc r)f a;di\ ity tln.‘ !>anks' liabilit ies am 
dinnMivhisI, deposits iiua-oase, and diseonnt rates r(‘o;ain a 
linin' normal 

Exami’ij;:. T lii^ eifeta. <if eoninif'ifial Ixii'vow in^| on tlio 
liank I'Pa urn is sr'cii as I’nilous : 'Du' ci-rdii m-anh'd ifi ta,v<im- 
(tf tiw' bori*o\v’('r ioeirascs t h(‘. Ijaiik s liabilitii'S undia' '‘Olhor 
Deposits. ' On lie- otlu'r hand. 1 h(' assrt; SiMMiril ins ‘ 

i; inei‘eaS(al liv tli(‘ samt' amount, \ iz. 1 hr eahu' oi llir bills 
discrainltMl. or amoimts Lmar;mtr<'d in Irtnas of eliarae. ('ok 
lateral scruritv' doc s n«i( of eoui'.sc^ lij^mc' in tlu' llcdiirii. 

As an indicator of the [>i“os[)erity of tirade the monthly 
Statistics ol' the Eoarcl of Trade an' of pailienlar usefulness, 
sliouino as they do an analysis of the (aiuntry's inijiorts and 
oxjiorts. '.riu^ wei'kly Returns of ttie Bankers' Clearing IJou^e, 
[iuhlished (vich l.'h’iday in tlu‘ leading newspajiers, are not 
(juite such a good haronu’U'i' of gi'nc'ral ti’adci as tliey usi.'d 
to l)Cj th(‘ huge ojicrations <if tins ni(im\v marked tiuiding to 
(ifisenre tludr usefulness to some ext(.‘nt ; but a ])eri()d of 
activity or depression in both home and foreign trade' ^inay 
still be> edearly eliseerne*el ^'om the* ligun's given. 

E^^amcsk. d'he* frillcAwitig Aimual v^nnniiary sllo^\■s amarkeMl 
dreliuey in ail ilie l.ojidou c'lc'minys iVom iU2(l lo 1021, duc' to 
the' iinpr(i('i‘dent(M| ti-adc' '‘slumj* ’ ibat eommt'Fued in (lir 
rarly pmt (if 1021. 

1021 0120 
2 

eirnnil Tol.'d - - :u.'.v.{0.r>;v.i.ir);f ;s.!,(US.'.H) 2 ,oiui t.oss,;',n,ncn) 

Town e'h’iLiiMjz - ::>e), 2 f.S. 2 l l.ctdd .‘i 2 ,S.', 2 , 0 ;;:tiH)d 2 .:>s t.T 1 

Alrtropolitall - l.KUi.lC.enXid 2 ,(»:) 2 ,.';:.lt,dl)(» -l: 5 »i,:.sr(l(MI 

e,'()iinO y ■ " S.002, 1 7d.(10e) 4,d72.2^o.0iHl I .(i7i).() } 1 ,0(lo 

In (:aim[)ai‘iug the' 1020 (inures Vilh I hose' of ol lu'i* vc'ar.-i it 
slmuld b(' rem.embfMcel that reprc'seait ^reafly infiate‘d 

values, as in lliat yeiar the depreciation of t he (‘lu reiie^v tlirouyh 
iiiltatioTi (c/.r.) was at its maximum. 

3. HarvoM and IJolidaif l^^ngland 

is the birtliplfie^e modern industry, and its pe)pulation is 
engaged chie^fly in tradkig and niahufaeture.g a’ censu,s of 
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the total ])i'()(liuiion of (hviit IVritaiii aiitl Ireland sliovvs 
tliat agrieulture is still the greatest sonreo of wealth in 
th('s(‘ islands.’ Erotn the litnineial standpoint, agricultvn*(' 
plitfcjs from other indnstrii's in that its dcanands for capital 
are inteijnittent , and. are therefoie particAihirly etTectiva'. in 
intliieneing nionev rates, dliese deniands also have the 
peculiarity of recurring at regular inteia als, so that alfhough 
lh(‘ need of advancers to ni(‘et (‘xpcMiditure at harvc‘st titn(' 
cause's a strain on the cash i‘eserves of the l>a.nks througliout 
the ('ountry. th(' fact that it iii not uru‘X|)ect('d makes it 
more' ('asy io cope with. 

Withdrawais e>f }«\gal Rauler fe>r l*!ie summer, (Hiristmas 
and Easte'r fiolida\'s also have a ne)ti(a‘al)l(' e'tfect on th(' 
market, as may 1 k' seem frotn the n('\vsj>a(?e'r cutting re‘|)r(e 
dneed on p. lA). 'This iniliu'ue'c varie’S to a great ('\te?d 
in sympathy with the* state* of trad(', a })eriod e'f trade 
eh'pression la'ing ra'cessatily coneanre'nt with a n'duction 
of p(‘rs()nal ('xjx'nditure. 

^t. ^(hm ntiKcni JiorroNU It is perhaps a defect e)f our 
))anking system that Ihihlic l^’inanc<' is capahh* of ('xeading 
an o\'(‘rw hc'lming inlhu'uee on tlie^ jnemew marke't. 'rhough 
tlie financial reijuirements of traek* ai t* far gre'ater tlian tlie)8e 
e)f the* gov(’rnm('nt. the latter (througfi tlie Rank e)f England) 
strike, at tlie heart of tlie moneti?ry svst(*m, with the insult 
that I'ati'S are aiU'ctcd consielei'ahly^ more* than tliey wpulel 
}>(' l»y the cstaldishment of an e(|ual amount of crt'elit at 
the e)lher lianks. 

' ( h)\ c'lTimenl- borrowing may take the* form e)f (u.) an 

iiddition to the temjiorayv, unfunde*d or Flofilinij DehL or 
(/>) an additiem to tlu' pc'iinanent or Fnn^lvd DM. Tlu^ 
lirst e’onsists of (1) Ways and Means Advances by the Rank of 
England for sliort f>eiio(tsf (2) tiie issue of Treasury Bills 
matining at three, six or t:U’(‘lve months, and (.*]) the issue 
of Treasury Bonds ledt'emahle in say tive yr*ar8 or more'. 
An analysis of the floating del)t is puljlislied with the Revenue 

1 I n I agi icultuj'e earned »a f eta 1 n;v'cniK> of 210 Tniliions 
“sterling, as against la.’i niillions |}ro(.liarul frfan ivon. and steel, 
which took Mh! sccrond praee. ♦ 
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lliu folloAvintr is an 


Return ill tlu' loading nowspapors. 
exainplo; dated 8tli A]>ril, ]i)22. 


A(j\'s. by HIv. of ■MihiImikI 
Ativcs. by pul), dcpf.-^. 
Tn.'asiirv bills otilslaudiii.^ 


April S. 
AS, r, 00, POO 


'(’otal .tl,010,2Sr.,r)0P 


I 'omparcfl n\ il li 

Man-b :il. 

; As,.)(i(),(»oi) 

; ’js,sr)0,(H)() 

- ,')b,.>Si..(Ut(» 

■ A I U.lMl.ttbb 


On April P, IP-I. tin' lloalin.u dobl amoimir.l lo A 1 I .POP, 


Tlu^ Kundod Doht ooiisists of loans redo(‘mal)lc aj. a iixod 
lint n'lnoto dat(' or, like ( ’obsols, stocks rodcaniablo at tlu‘ 

o|)ti(m of tlio (anaanniont. 

• » 

llu' ('tfoet of an advance to tlu' ( Jovorninont on Ways 
and Miiins A/c is retlectcd in t]u‘ Rank Ivctnrn as follows : 


i0.\ AMi’Li':. 'riic ( •()\A'rmnent lia\'ing a|)plir(l (o tlw^ Rank 
for a loan, oi‘ say .t I (1,000,000 t«» supply fuiKisVrcrjiiiosl pending 
r('<:eij)ts lioni tax(‘s or oi hei* rrA onnix ci’i'dit. !<► t hat, anionnt is 
ripeiu'd ill (lp‘ l.)ool;s ot' the .l>ank in just llio sai)i(‘ way as any 
oIIkm' l)ank(‘i‘ (Miters a loan to the (.;redit of iiis cusl on^eri^ 
curnMit a./c. Tlio liability " Rulilie- j)('posils is thus in- 
(rreased, and th(' siuMirity giv(Mi for tin' loan goes to swu'll the 
assj't ■' ( )o\(M'nni(Mit Secui'it i(‘s in tlx* Ihuiking 1 lepart nxMil 
to an ('(|ual exltait . The Proixfi/ ion of lh<' Pi'st rrr <‘ons(.(ine)ilhf 
falls. 

Now t lx.' Ros (M*ninent-, liaving a.ddil ional (‘redit at the Rank, 
|)i‘oe('iMl.s to pay contraidors atxl otluM* (MA'diloi's by nxuuis ot 
dralts (tonvti on tlx* (xiblie aVeount. "Fix' eollc’cl ion of these 
di’al'ls results in transbM'S in tlu* liooks of the Hank, \vlxM*e 1 >y 
Ih.dlTLe T)e|>osi(s ' fall and "‘OlhcM* .l.)('j>osits '' j ise. d'he 
el'feet on tlx> joinl stock banks is to iixM'('as (5 llx ii* deposits 
and (.'ash at tlx^ Raid< of Ivngland, " t hus itnurovunf fhr ratio 
of I heir cai^h to liabititierS. * 

In vievN^ of their stronger |)osition t]x‘ l)anks ai'o now able 
to inereasi' their liabilities to tlx^ (extent of li.v(> or six times 
tlx‘ amount of the surplus thus gaiixal, witJiont maknig tlx* 
ratio of cash to liaTiilities any worst* than it ^vas lieforte d'lx' 
0|)[)ort unity is utili/P'd b\' grantii^g additional faeiJilies to 
trade, or liy the. |)urchas(> of /rrt'asury .Rills. Jf tlx^ latter 
eiairst; is adoj)ted tlu^ Inflation of Dank Credit is still furtlx'i* 
increased, beeausti* tlie ^Jox erninent is tlxM-(d)y provided willi 
furtlier credit, wdiieh *wdion spent will again return to tlx> 
joint'Stoek banks jn tlie shape of increased, deposits and 
lialauees at the l?ank of Englantj. . 

These nx)vements.*are.%of eonrso carefully watehetf by ilu) 
directors of the fiank, wlio raise tlx* discount J*ate whenevej' it 
becomes necessary to ])rott*et llx* lh*sei’ve. 
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TJic next c‘xa tuple illuf^tniP's the effect*, of a large ])ul)Ue 
.suhscriptiou to a govcuMtueiit loan, as reflected in the Bank 
Return. 


KxAMrre. Ca^;li su*l>seriptioiis haA’iug been. j;e(‘eiv(Hi l)y 
th(^ Bank for a tieu" is.sue <)f Kxeheqiiei' Bonds, tlio B('lnr.n 

for the \\(M‘k ending ‘ird .Marcdt, n)2U, showed t]ie following 
figures. The s(‘eond coluirm gives llu’: inereases ami deereases 
for the week : 


OoviTiumMit Deposits 
OtlliT l>fp()Sit!> 
(i(Oi‘rimicnt Sronrit Ir.-^ 
Otiu*)' Sfriu itu's 
CMin run! bullion 
Ivc.si'rve - 

Italio to - 


I nkstir* 

.V^.T-ib.THO 

b'i.trn .8(1.) 
1 t:b.V.U.802 

I'.t li p,«*. 


51.'). I 1 I iiK.-. 
;; 7 .U-i. 94 ‘l lire. 
‘.Vi. t:n doc. 

l ,r,-.: 7 .' 27 '.) iuc. 
;bi:.:l,id;;i iuc. 
\,47r),;r.i7 tlLT. 
'i'd i».c. iuc. 


Of llio toT, 1 1 2dtf h l)y \\hi<*h private d(‘])osils vvere drawn 
down in payna'iit .of the Itonds, £22,4.‘M waad to reduce 
(h)\ernnu'nt 'UAcurit ies, jutd .to.llh.otil was added to the 
t lovu'cntniMit ba]aiie('s. The eifeet of these operatir>ns was 
tjH’iv.’foiA' an Iticrcf se In fh-' / */'opor< ion of f he Ii c.^crrc. 


(*htife as irit ert'sting to Dity nien as the weekly rnove- 
ni(‘nts of tlie Batdv Return are the rates at which Treasury 
Ihlls and Treasury Lfotid.s are issued to the market. Every 
week a certain arnoiuit is oUVu’ed for puhli(‘ tender at the 
Bank of li]ngland, allot ttu'nts ’btung made to the lughest 
bidders in full, and the balance divided among tin; next 
l)(‘st as a jxaxMvntage the am(,)unt eaeli ofTenMi to take up. 
A certain quantity is also obtainable on tap,'" i.e. as they 
may be required and at a fixed rate. The? following report 
shows the extent to whi(;h I'reasury Bill and Bond rates are 
re'gardtd as an indicator of monetary co^iditions. 

f rrid;iy nv(‘iiur4, TUi .\j)ril, 1022. 

riic hi^di yiric,- at widcli the I’ivc per <'eiit. Tiva.'^ur.V JU>ud.s W‘re 
tender('d tor was even luore'TUirprisiiivr than the elu-apuess of Tre:is\iry 
V)ills, and it seenis to indieate consuieTJihle cunfideiu^ in u lower value 
for Tuoney, >\heHier the Itank rate is reduced or por. 


TltM.VSrUV HthhS .AND ItONW. 

Arpli<'ations for the £00,(ni(),00(f Treasiiry hills and hond.s aniountial 
to ill 18, atH), 800, and the £ 1 .'i,000,000 of T/easufy hoiwls otfered were 
allotted at an averaK^^ price ]K*r cct**. of £100. 1.5#. 0'44d. — nearly 
1 per ce/it. higher than a week ago. Tenders for bill^j dated on evf-ry 
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wnrlviii^r ,i;,v U('i*k .‘it. C.?,-. s,/. revived al»(;iii t,> pi r ' -‘iit .. 

.'jud i/i lulr til.- avi-niLV rale (mt lent. lu-ifi'.: ‘l’J. l-u*si/.. or 

(■Jose on \ i>*T rent, below last wei-k's avi-raLV. 'riie iiiov lap " rale. 
eons(*(|iieritl\', will Jx/ i;i> [icr ernr.. in the lal>le liejow the results ot the 
'treasury bills are .yiven at eJiUVreMt dales : 


10 : 22 . 

Mar eh :.{ - 

^lareh 10 - 
March 17 - 
March 2t - 
March 0,1 - 
Ainil 7 


Aiiie)ind. 

Mad »tM 1.000 
*4;>. 000,000 
♦t)0.000.(H)0 

•bo.000,000 
♦GO, 000.000 


Appftc'd for. 
-i.->x);..ooo 
r.s.'dTo.ooo 
*7o>-.>r>,7oo 
•0:».. 012.200 

♦ io.'oo:ir),ooo 

• i is.:,oG.siio 


Average p.c. 
;} 2 1 1 1 
:l :i IM 
2 7 2-7S 

2 2 G-:i 

2 17 1 1 :il 
2 12 1 GS 


(♦ 'rreasnry* hills and llond.s.) 

'J'loah-rs will he received (m ■|'hMrsda>' iiexl for Treasiirv Idlls and 
lanids to a maxiriiiiiii aiignno of GG.'i.ooo.oot), the issue ot treasury 
hond.s I'cirig lindtcd to 22O,O0o.oo<l ' 


Of recent years the payment ef taxc's lias ( aused a (oni- 
.si(i(Tal>le demand for credit, as tlu^ hiirdtai has imaa'ased 
to such an extent that many lirms are ydiiiged to borrow 
from the banks to eiiahJe tfiem to meel it. 

o, Hao* and (Jlvil Ui-slnrhancrs. 'the eliV‘ct of war or civil 
commotions on tlio money marked may lie summcKl u)) di 
the statement tiiat liostilitic's of any kind [iroduce a lack 

(\j‘ CAynjidaicc. -- ax failure of enaiit -ami consetjuent ly a desire 

t(.> e.xehange all sucli intangihh^ jii'ojiorty as credit, hills, 
stocks and shares, for tangible propejty the value of wkich 
is less alfected liy contingencies. The man whose posses- 
sions eoihsivSt of goods, including gold or siU er ciiin,' can 
r(‘gard political upheavals with greater equanimity than tlie 
inve^4(u■, v\ hose, income is contingcait ujion tlie fuKilment 
of obligations Ijy foreign governments or the sueec^ssful 
working of industry, fn other words, when tlie maehincry 
of civilization is endangered l)y lumours uf w ar or anarchy, 
“ a bird in the hand is \vorth two in the hush ; investors 
rush to sell their seeurities, then'by causing a sluinp ” in 
the stock marlicds, and creditors claim j^)ayment in coin. 
The result is a. linancial crisis, ^for supplies of currency 
invariably i)ix)ve insufficient to uie(‘t the demand. 

* 

-No better exai?i])lc wt tlip inlincnco of war on tlie inoTU'v 
market could be cliosen than the (treat Iburojx an War w hieii 
dfw astated Europe frorh 1 1) I 4 1 S. 

Tiioiigh England did not entej" tlio eontiiet unt il the ft h 
August, 1914, soon aftte* tlie do(‘la!'ation of \var by yVustria on 
tlie 24th July, the London tvinks and finance houses liegan t(> 
call in money from foreign countries. The heavy deniamJ 
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Cor bills payable iu l.it.>iidon r^-siilted in a Jfjealvdown of Cie 
exchanges, and f inis checked f-he liquidation of dolils. On the 
ot her hand, the pi*osp(*c(. of Avar Avitli Gorniany I’esulted in an 
unpi'cccilenb'd stalling of S{‘(ainties on the London Stock 
Gxcliango for tlio aqc'ount of Gennaii and, other foreign 
subjects. 

Tlio inonotary crisis was duo, iii the first instance, to inter- 
national rather than to domestic causes, for in time of war 
iuAH'stoi’s who hav(^ any property abroad naturally seek to 
recover its \'ahie to snatch the brand from tlio burning — 
befevre is too late. Om-e started, the drof) in prices of 
sociiritios k>d to a gontTal riisli to li<|nidate, and it became 
necessary lo^ close the Stock IhxcJiayge to clieck Ihc^ panic. 
Nor was the dtanand for currency contined to this country. 
Alnx.idy I la* Contincfit al houi'scs iiad cIosimI their floors, and 
Nf'-w' York followed immcdiat(“l\’ ou Louden. On thi' ( ‘out incut 
the lianks wore hesicgtMl by depositors (‘lamoui'ing for ^•cpay- 
mont in coin. . 

The ( loAonmuaif, in addition to (I) closing tlj<' Stock Ex- 
(‘liaugc, (2) dcclan'd a Moratorium, he. a legal postiontMucnt of 
all dehts ; (,*}) mad(’! arrangcMncnts with th(i Hank of thiglaud 
lT) grant ci‘('dits at 2^‘v) above Hank Ratf% aiul at the risk of t ho 
CoAa'rnmenl, to firoviih' funds for tTie payuK'ut of bills which 
a<’ceptors as ('re unabk^ to ineet , and to conthna; loans against 
Stof'k Kxfdiange sccui'itit's : and (4) authoi'iz(.-d tla^ Ti'(?asury 
to issue curroMcy notes, at the same lime <lecroeing an extejision 
of the August Ihink Moliday tf> three days to giv(^ time for tia^ 
iioti'S ip bo printiMl, ami a suspension of the Ihnik .\ct (sta? 
p. 04). • 

Naturally t he Ihuik of England, besides e-o -operating in. tlu* 
Govfa'ninent mcfvsurf's deseiabed a.l)OAa\ raised the <*-‘hciaj 
discount rate. On thi’ OOlh duly, 1011. th(' Eank Ealc was 
4% ; but that rat(' laidurcd for om^ <lay only', foi* ou tlu^ ‘list 
duly, amid great ('xeitemeiit, ih was nrially lifted to 
ou the 1st August tliere was a. lOy,', Eauk Rate, wdiich lasted 
until the fUh. 

t 

The Currency and Bank Notes Act was passed on the 6th 
August, 1914, aiithorizinj’ the Treasury to issue Currency 
Notes for one pound aiHl for ten shillings as legal tondf^r 
throughout the United Kingdom. internai demand 

for legal tender would proba})]y not have been sulfioiont to 
jriake these notes nece.ssaiy,, liad not the deposits of the 
Bank of 'England inwreased greatly * by *t he ^rreation of the 
credits referred to in the last paragraph. As the war 
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C()iitiiuied, however, renewxMl' Govenini(;*nt borrowings iiad 
the inevitable effect of inflating bank credits, as explained 
on p’ 137. This led, in conjunction with otlicr eanses, to a 
great rise in Avagtjs and prices g(niera4[ly, and a correspond- 
ingly greater demand for legal tender, vvliich could not liave 
Ijeen met under the conditions created by the Act of 1844. 
The issue of currency notes was not, as is too often imagined, 
a ruse on the part of the Government to make revenue ! 
If the currency had not been augmented to corresj)ond with 
the inflation of credits, and conse({uent dwuiKlling of tlie 
purchasing power of the currency, bankers would simply 
nf)t have had enougli legal tender to nu'cl (vheques drawn 
for caslv on their customers’ accounts. 

The manner in wliich the Currency Nolo Aecount at tli(‘ 
Bank of England is kej)! may ho seen from t he return publislu'd 
every Friday morning in the dailv^ piess. This Aeef)unt sfoox4, 
on tiie latli Marcli, 1022, as follows ; 

(auiiKNev NOTIOS. 

Th(.‘ junoiinl, of ('iirn'in-v Xotos (’t.TUlk'alos ouisfiiinJiufj; ofv 

Marcli If) showed a decrease of £U0,h7<» as eoiiijcin'd with the 

l)revioiis ^^eeU. d’he (Udidls iulh)\v : 



• Mar. la. 

Mar. S. 

I'ot;* issue - - - 

£ 

- 2h8,0'M,V)U> 

208,743.002 

(dillfd in luit not e.uieelled 

4. CSV 

i,ono,28r> 

1 MN est tiK'ids n serve 

i:5,r)Te,Mno 

13,300,73 1 

Total liabilily 


313,714,008 

l''idweiary Issiu; 

- 2.'.0.724,nu> 

2 : 10 , 703, 002 

Maxiirnim Issue 


300,088,30a 

ASiUiTS nnia) 

AUAliNS r NOTE 

JSSCE. 


Mar. la. 

• .’Mar 8. 


£ 

£ 

Oold Coin and liulliun - 

- 2.'^,r.0{»,0()0 

28, ,'>00,000 

Silver Coin - 


a, 000, 000 

Bank of Enfznind Notes - 

ih,t.^>i)d)0i) 

io,4r>o,ooo 

(Tovernment Securities - 

- 2Jih,8h4,n'»2 

2C>0,5T8,57(‘> 

Ha lance at Bank -• 

- 1 an, 707 

180,431 

ilal.io Cold aijd iCH. Notes 

to 


Issue - - ~ - 

\ )ec. 

101 p.c. 


Under tlie pbw^em given by the Act the Treasury undertook 
to issue Cui'i'caiey Notes through I he Bank of d^ngland to 
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baiikors, as and wlien ru(|\ured*, tJie amount^ f)t notes jssutMl to 
eniVli bank to ]:»e treated as an ailvanee lieaiing interest at the 
einrent }>aTik rate. Atttnally tli(‘ banks, instead f)f t reciting 
t Jjc notes as a loan, paitl for t hem ontrigfit out ot their balanees 
at tlie Bank (h‘ Englanil, an operaticni wliicfi had tlio effeet of 
^transferring the anunnit of notes purefiased i'roin Other 
l)ej>osits to '' kublie Deposits," Tlie ('ivdit thus lield at 
tlie disposal of the (unemnx'nt ^vas (|nl(‘kly absorbed in war 
exj^t'nditnre, thus returning to the banks in the foi'ni of 
iner(“as(‘<.f deposits and ‘“(’ash vit tin' Bank of, taigland," 
ini])roviiig the ratio of tlaar eash to liabilit ies, atid enabling 
them to in\ast in further issues of \\*in- loan and assist their 
rustonxM's to su))ser!].»e ther(do l)y instalments. 

,'Vs tlu'^ l)anks wtM<- thus al)l<‘ to obtain unlimited siipplii'S 
of legal ttauler froTii the Bank of Jhigland witliout drawing 
notes from the lk-ser\(\ the normal safegUiii<l of raising the. 
Ikank Rate. ))e^‘a»u<‘ unn(‘e(‘ssar\ . At thr- sanu^ time tlu* 
Boverivmetvt, by incurring a floating d(‘bt of just ()\er 
£[,0Q(), (}()(), 000, prf)\'ided the j*ublic with ineaus, in tie' sha|je 
of ex|)an(l«H] l)ank credits, of subsiadhng to wai' loans amount- 
ing to no k'ss tluiii £8.00t).000,000. 

'J'lu' (a)ns('(piene('s of inila.tie,fi may be seem fi’om a eom|.)arisorL 
of tlie Ihmk Returns pubhsiiod, just iK'fure the war and those 
issued during 1020, when tli(‘ enussit>n of (nnvr('ne,y nott^s liad 
reaelKui its Ihught and measures ^wirre takrai to prevent any 
furth(‘r in(*roase. A eontinual dc'cliue in tlie Pj'oportion of 
:he R(‘S<!rvo is not ic‘ea]>l(\, from. o\'er 50 ^, in 1014 t6 l(‘Ss«Mian 
10% in 1020. 

04ie j'lroeess of dctlation is visible in the Revemie K(.*tui‘ns, to 
w'hicli r<:4'erenee has already been* made. 

A significant laid in connection with deflation is that it has 
Ix en aiMionijianied liy a great do£)re‘Ssion of trade. Evil as 
may be 'the res alls of inflafion, unfort unat«»’y the process of 
deflation brings w-itli it a period of falling pric 4 \s, loss of trade, 
and wadesfirtuid unem].»lov'm?ait. . 

c 

Both Bank Notes and ( kirrciicy Notbs are legally rcdeeni- 
ablo in gtild coin at the Bank of England, tlioiigh naturally 
the cashing of notes is stipiigly discouraged. Moreover, 
the restrigtions of gol^l export and l(^gal*]u'okil)ition of the 
melting of gold coin have liad tlie effect of 2:)rotecting the 
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Rcservo, and ii^gidiJiitally liilve severed tlic link Ix^lwf'en 
gold coin and bullion. 

^ The Foreign Exchange Market is any places where' 
foreign nioju>ys are bought and sold. Tliougli dealing in 
foreign coin and notes is a form of fore'ign exchange, it- 
plays ])ut a inijior part in eominerce. horea'gn eaedit the 
right to payment in forf*ign centj’es is the principal 
eoinmodity dealt i?i on the. Eoreigri l^lxcljange Market. 

In London Uk' ee-ntia* tor siadi dt'aliogs was t'orni('rl\’ tlie 
ball on the ^runnd floor of the Royal t]veliange* wliefo e\erv 
Tuesday and Thinsday' tlie vai'ious fort-ign exehangt' dealei-s, 
brokt'i’s and banki'vs. used to nus'l to deal in bills |)ayabl(; in 
foreign places. Rargains wtao recor<t*d, and at the close of 
the day a list %\aB prepart-d and issued ’l.e tlie jU'ess. It 

ap[>eare.d on the next day AVedne^siay or Eriday in the 

linaneial column, lalx ih'd ‘‘ On '( -hange or .(.-ondoii ( \)ni’S(^ 
of Exchangi'.” A separaO* table ap|)eared e\'ery dav, sh<^vi]*g 
tlie rates quote<l on forr-ign eentr<‘s for stf-rling liills and. 
transfers. 

'J’h(.‘ llueliialion of (‘xehange rat(.'S brought about by the 
withdrawal of gold from eireulati^m has liad th(‘ effeej:. of 
greatly iiK-reasing the volnnu' and. tlie s])eenlalive natiu'e of 
foreign exeliange d<‘alings. ^d'he inarkef is now silnaledjn no 
particular building. Dealers have- come to make more frequent 
use df tile •lelep hone arid telegT‘a|)h foi‘ purposes of eonmnmica- 
tion, and ar(' kept in touch with iimvi rnents tui other centre's 
by UK^ans of Die Tape Machine. 

In addition t(» foreign t-xVliange d('alej‘S, \arir)us l)anUs, 
stoekbr-okei-s, eluf)S and private s[)eeulatois, who suhserilM' to 
the I'^xehangi' Telegi-apli (s)., have a tape maehiiMy hy means 
of which tliey ant' kept in eonstaiii touch willi the foreign 
exehange jvites ;ind .stoek (‘xrdianye ])riee.s*ruling throughout 
tlie day. Tire jiriees are called Tape Prices, and tlie fact tliat 
tliey ai‘e an unbiassed ix'i'ord of thc*a(*tual ])i ieos ruling at the 
times stated emises ttieni to be accepted as the basis for 
o])tion dealings, anil vnany otivor ti-ansaetions in wliich it is 
necessary foi‘ contrac-ting jiariic's to come to a propi^r under- 
standing as to vvliaj^^ tlie true fnarki't piic't' is. 

*oSoe also chap. XT., j)p. 289 to 290. 
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44)e nevvspajXT reports of Foreign cxclu\?igo rates quoted 
in Jx)ndoM are eo] lee ted daily from various dealers. The 
fcdlovving <\xani]iles are taken from the Weslminster Gazelle 
dated 17tli March, 1061: 


I,ON1>ON JiATliS OK KXClIAXan:. 


]dace. 

Method of 
Quot iU'jr. 

Bar of 
Kxclian<;(‘. 

Id Mar, 

15 Mar. 

N.-w V(U-|< •- 

S to £ 

... 

4-:t:he4 

4 24:]-4-25l 

Xofd?V;d 

to >: 

t-Hdii 

4-401-4 -iu).'. 

4-40-4-47 

J*aris - 

Kr. to X 


4S-40-4S-80 

4S-2:)-48-4.'. 

itrussets 

Kr. to .£ 


5l^35-d2-d5 

52-40-52- 4.7 

It.-ily - 

hire id £ 

i>" .22^ 

8al-8dil 

8.7 .1-85 A 

Swil'/.('rland 

Kr. to .£ 

‘Jfj.eo r 

22-;5r)-22-dd 

22-22-22-2 V 

Athens 

Or. to .£ 

2 ’i -22.1 

‘>8 LOO 

07]-07;i 

}lt.‘lsjn,Ldt)rs • 

M. to .£ 

2r>-22.i 

202-2 1 0 

204-200 

Madrid 

rts. to £ 


27-00-27-0.') 

27-85-27-80 

Lishon 

Kscu. 


4. LI. 

4£-/. 

Ainslerdiuu - 

K4. to £ 

12- 107 

n-.v2,CtLo2.' 

I I -52-1 1 ■54 

Ih rlin - 

.M. Po £ 

20- 1:! 

1,1 7a- 1,1 02 

1,105-1,170 

\d(Uina 

Kr. to )l 

24-02 

:{0.(UM)-:{2.000 

22.0(H)- 25.000 

Ihidapt'st 

K r. t o £ 

24-02 

:h4oo-:.?,doo 

2,200-2.400 

Pra.L'iK* 

Kr. to £ 

24-02 

242-248 

24(.)-24 5 

\Vars4vw 

M. t( .) £ 

20-42 

18,0140-10,000 

18,000-10,000 

Itukarcsl 

hei to £ 

2r>-22'. 

r>8U-d00 

585-000 

Const ;in(in<t|*l'’ 

Bst. to ‘i 

1 lo 

ri.)d-d70 

05(.)-070 

J/clf'i'ado 

Din. io .£ 

•)".-).» 

200 

’ noii)!iird 

Sofia - 

hcv. to £ 1 

2'> i 

07)0 

0.70 

(’hrisMatiia ■ 

Kr. to £ 

Ts-TfiO 

24 - Of) -2.") -2 1 

! 21-52-24-58 

Stockholm * 

Kr. to £ 

i8-ir>o 

Id- do- Id- 72 

10-72- 10-74 

Oop'Vdiaizcti 

K r. to £ 

IS- lap 

20-05-20-02 

: 20-52-20-55 

Alexandria ■ 

r.st. t(» £ ; 

t>7.V 

97, V 

07,',, 

Itomhay 

I'er rp. 

2.l7. 

L2!l 

: 123 

CalcuUa 

Bcr rp. 

24d. 

, 1/2.'.-.: 

1 / 2 ::; 

Uoim-koiij^ - 

Ber (loll. 

- 

2:at 

2;5( 

Yokohama > 

Per > cn 

2l-o8d. 

'2 '2 

: 2,23 

ShaTii'hai 

Ber tael i 

1 


• 3,'21* 

Sink'll pore. - 

B.t doll. 1 

1 

j 

2,.2j,l 

Manila 

Ber doll. 

j 24-l)d(ei. 


2 2 i 

Rio tl(' daneiro 

Ber ml. 

27(1 

r(Zi. 

7 !:■(/. 

Buenos Aires, 'I’/r. 

Ber doll. 

47-oS(l 

aid. 

■15,^L/. 

Valparaiso, t)0 days 

■S to £ 

‘ SJdt 

28- 20)/.. 

28-OOr/. 

Monteviileo, T.T. 

Ber doll. 

a J (/. 

41g(/. 

44 id. 

Lima - 

.Krig. to 




Bern £ 

Bar. 

24*:,', prem. 

2 4'I(, jirtun. 

Mexico *, - 

Per doll. 

24 :m. 

2;2id. , 

[ 2/2id. 


TIk- Cuniiiu-n-iiil Ilanf; of Spanish Vincrira, J.iinitiMl, supply the follo^viIlJ' list of 
C'outi il and South Anuuu'an ex('lian?;,o.s which were ruling on the dates sjJi'ciHcd : 


I'lace. 

Data*.* 

Rate. 

1 



L-Tih,. 

licnador 

Mar. 11 

10-15 

' S,ucrcs to £l 

100 

Veue7.U('la - 

8 

22-05 

,|’)Olivares to £1 

25-25 

('oltuuhia ( lio«^ot:i7 


08-50 

1 dollars to £20 

1 00-00 

JS'icarapiUu - 


4 -OH.) 

Cordol^as to £ 1 

4-805 

San Salvador 

J’ 7 

* • 0-00 

Coloiie.s to £I 

0-72 

Unatemala 

11 

224-40 

« Be^>s to c J 

00-22 

(•osta Rica *- 

KM). 4 

18-75 

l.'olone.s to £l 

10-45 

Ihdivia - « - 

.Ian. 21 i 

I4d.* 

Pence to B'jli 

10 2 
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Mint Par of ^Jxchange. — One of the most dLsastrous 
consequences of the Great War, and the '' snarling ” ^ 
relucttince of European countries to heal each other’s 
wounds and let ’ bygones be bygones, Jias heen the c(dlapse 
of that stable system of international paynuMits without 
wl)ich a lu'althy state of foreign trade is irn possible'. 

Ilefore the war external, as well as iuteinal, excfiange' 
was conducted on a m(4allic monetary Iwtsis. Piiicu's ex- 
|)ressed in the (nirreaicies of two gold steindard cemntries 
ce>uld be compared In* reckoning the I’t'lativy (juantities 
of pure gold represented by eaich. Ihit the essem'c of a 
gold standard is that notes must always stand at absolub? 
parity with gold coins at tlieir faci^ valmy and both notes 
and gold (a:>ins must stand at al>sohite* parity with gold 
bullion. Wdien these conditions are fulfilled, the fondgn 
exchange rates with all countries poss('Ssing an. tdfec/avti 
gold standard are maintairu'd within narrow limits. 

The true gold parity l)etvveen two (aurencic's is known as 
the Mint Par of Excjhange. To eomjnite it thc^ weiglit of 
pure gold contained in each unit is asetu’taiMed hy refer(^i(‘e 
to the currency laws of tly' issuing country, and a ratio 
obtained by divudifig one ((uantity ])y th(‘ other. The value 
of til? alloy is neglia'.tod. 


tKAMCCK. (tivs'ii. tfiat tlu' Rngli.sli sovci'iMgii is lauielcd to 
contain. 128-274 grains ot goWI |A tine, nod I lint the United 
States golden eagle-. ($10) should cf)ntnin 258 grains of gold 
tine, find tlie iimnber of dollars w hich ('qual to .t 1 at .\fint 
Par of Exchaugt'. Neglecting tlie vniue e»f tlu'. alloy 


dollars * -- £1, ^ 

£1 • . 12:M474 gold \}. line, 

12 gi s. gold [ fine - *1 1 grs, pno' gold, 

D grs. pmic goI(,l. ■ - 10 grs. gold ,■’) tine, 
258 gis. gold Ya fine -■ 10 dollars ; 


£1 


At.V21ix 11 X 10 X 10 
12x0^258 


.S4*8l)(>5. 


^ A figure of sTeecli approj;>riately applied in this connection 
by Mr. Lloyd George before tbo Genoa Conference in 1922. 
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It is also {)ossit)le to computo a. mint ]>a?* of exchange 
bet w et'll two silver standards, but no sueli eoinpai’ison can 
bo estalilishcd l)etw eon a gold cnrr<‘ney and a silv er {viirreney, 
(‘xcept by nderonee lo the relative pi’ices ot gold and silver 
laillion, vvhereliy a variable rat.io may be obtaint'd, but not: 
a tixed one. 

Flic etiVct ol bullion ])ri('es on evohangt' rates juay Ix' stxai 
in the (.‘ase ('f Die lialian eurioney. Flu* price of r ilvcr in 
L(»n(l()ii governs fix' ('\eha!ig(‘ rale on India in so far llial if 
tilt' (.'xeliang^' ratt' ht'eoines lowt'f* iJiali the laying-down ])riee of 
the ])ure silvt'i* in a i'lipeo here, silver will he- tlravMi troin India 
to ( liis (‘onntrv foi‘ salt? at the liellt'r price, i tins (‘itht'r rt'diit'ing 
tliC' London pi’ico of silver or bringing np ilie ('xt'luingte 

The Bullion Market is linked in a similar manner to all 
t^astt'rn Exebanges and, to a eertain (‘xtent, priei's for goltl 
})ullion in London govern the New York tyxeliangt'. llefer- 
enee to tlu'se matters may )>o stx'O almost (.'veiy day in tin' 
newspaper rt'ports of the !>ii}!io]i Marki t. 

Specie Points. - Specie Point or GoM Point is the rate 
f)f exehang(^ at wliieli bank credit may lie |)urebas(ul in any 
fon'ign eountry l)y th(‘ sbijinH'nt of gold to tiiat country. 
It is ('vidi'iit that if the pr'iee of laills on any place exeex'ds 
the cost of sending gold tin* (kauand for l/ills will ccasi*, and 
gold coin or l)uliion will 1 m' shl|)i)ed to that plac(^ to !)e ther(‘ 
conva'T’ted into moiu'y at mint jiarity. 

Fhe g«)ld ])oints vary ar-eording to the (;ost of pac'/king, 
fiaaglit, insurance, commission, and losv of interest, in 
SOUK' eountries - v\'hie}i formc'rly had an etlective gold 
standaid the n'moval of gold lor (‘xjiort was diseoiiragcd 
at caatain times ]»y ehar-ging a piemium, which liad, of 
(’ours(', to he iTu^luded in the calculatton of gold jioints. In 
the eas(' of Prance the gold points for and against, us were 
aliout OIK* p(*r mill(' ova'r and under ]>ar res|K‘etively. 
Normally, tlieref: i\\ the demand :i'or London hills in Paris 
ceased at 25', ‘32 and, eonversely. Paris lulls 'Seld»>m realized 
more than id per Fr. 251 2 in London. 
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Sig'lit and Lon*g; Rates. Endor normal oonditionM rates 
of exehange are Sf)eei!ied to a})|)ly to Telegranliic* Translers, 
(dieqries. or Hills at usance., 'riie T.T. rale is usually Hie 
same as that quoted for elu'<(ues, l)ut the nauitter ])ays Itie 
cost of tlio telegram. 'Flie usance^ lull is, however. iuvariaf 4 y 
(*heap(u* than the sight draft, hc'eause ihi‘ reetavau’ must 
eitlier Avait until due date, to reali/e tlu' hill, or diseounl it 
and thus r(‘e(‘iv(' less than its hicr value. In orchr to put 
tiu' ree(u\'(M‘ in funds at oiua* a usajua* hill would have to 
1)0 di'awn for a higher aA)ount than Hu' remittaNee reriuired 
so as to allow for discount. 

Tlierefoi‘(-, to eahmlate the long late whi(‘h won hi he 
C(jui valent to a given quotation for sight drafts, an allow- 
anc(‘ should l)e mad(‘ for rliseonnt foi- llu' h^igth of tlee usama* 
at th(‘ rat(‘ (jf diseounf ruling at the eenln‘ where the hill is 
j)ayal)l(‘. .V fiirtlier allowance lias to 1)0 made for tlu' stain p 
duly amounting to f per mil!(‘, to wliieli iisanee hills*ar*' 
subject . 

t]x,\")n*ia':. I'tiud ( h(‘ rate ler ‘> eios. usance on ^wii^/crland 
whicli would l>e c(juivalcnl to a. MUf)i .-n ion oi 

di.^romifs ruling in that country at itVt, : 

Sight rato ..... 

.Uffl mos. int. aP say - 'I'tl 

A d(i St aruj) t)nt.y - - j 

i) mos. l'S;mc{‘ should. 1)0 - 2 !.t '> 5 f' meluding dul y, 

()l)vjously (listMnmt shout! lx* oalculeOvd mm ( h(* taco s .uik', 
not tlie mt ahlo value of a led! : hut a.s Mao ratrs arr* mw (U' 

qnnlcd in vcr\^ siua.h fractious the aljux e met hod w ill humd 
siif'lit'icnl Is' aceurat 

A table somewhat like tlie follc»\\ iitg, sliowing the <{vscount 
rates ruling abroad, is ofttm ajiitendtal^ to tlie for<‘ign 
exchange re])ort’in tlie finaneial cvluinn : 

I>i‘lo\v ;ir(’ s<;t out Mu’ ollirin) iniTiiMMini I'ltil r.iic,- of all Ui*' I 

Stnto IVniU.s. with daU' tin- l-a-'t rhaii-r* ; 


I'ank of 

j.ast (laiJl.LU-.^ 1 

oil-: '■ 

,.j .(Vink of 

l.aU 

•h.-i nyr. 

a all 

Knulaixl 

l-Vb. nv'2- *1 

.1.^ 

, Swil/.-rlaiid 

Mar. 

2, ’22 


l‘’iancc - 

Mar. 11, ’22 1 

.y 

^ Spain - 


ti '20 

(1* 

(ti*niwn»v 

Dec. 2:1, ’l l 1 

7» 


S-i.-r, 

'2a 

7 

liollajul 

1 .iuly, 1. ’j^. !♦ 

4i 

Swfdxu 

; Vtar. 

10, ’2- 

; 5 

Austria 

Ai>v. 14, ‘21 i 

• 

.Norway * - 

.lull. 

25, '22 

0 

ituly - 

Va!). 17. ’22 ' 


; Drmoark 

Nov. 


5i 
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\^Terc deal(?rs quote two rates, one for s^glrt and the other 
for 3 months or DO days remittances, drafts at shorter 
usanc;es are usually obtainable at wliat is known as a Tel 
Quel Rate, i.r. a rate pi-(q30T-tionatc to the- sight and long 
rates, with full allowance for stanij) duty if included. 

Fluctuations in Exchange Rates. — The rates of exchange 
on a foreign (Country are said to be favoura})l<> ” to us 

hen r(‘mittancos to that eountry are ehea]). Ry boeorning 
dearer, such renuttanccis are said to move against us, or 
to l)ocomo unfayourable.'’ 

Assuming the inherent value, of a currency for internal 
]>ur|>oses to remain constant (neither de|)reeiating nor appre- 
ciating), tlien its exchange value in otlier countries must 
de|)(‘nd u|)on the 'balance of Payments inwards and outwards. 
If the eountt'v lias to ]uiy' more than is due to it, the demand 
for -foreign credit must (‘xeef‘d the supply, foreign credit 
therefore ))eeoi n ing dearer - excdianges lx‘Com(^ unfavour- 
able. Similarly tlie demand for remittances to a creditor 
oountr}^ moves the exchanges in its favour*. 

The state of foreign exchanges afTects the prices of commo- 
dities, in so far that {a) if rates move against us we have to 
pay more for imported goods, and (b) credit here being 
cheaper, the foreigner’s purchasing power is increiTSv;d,^so 
that tlio Injiiie buyer sutTons from competition with the 
ex])orter ; morcovia', th(‘. benefit of high prices to the pro- 
ducer is more apparent than real, for he lias to pay more 
for what he buys. On the other liand, a favourable move- 
ment in the foreign exchange market (a) encourages imports, 
(b) discourages exjiorts. 

The truth of the matter is that exchanges are most favour- 
able to trader generally when they stand at par. 

Under normal eonditions higli exchange rates in London 
cause a temporary improvement in, monetary conditions 
in tliat centre. Bills payable in London being dear, gold 
aiTi\x*s from abroad, thereby increasibg our reserves, 
reducing tlie Bank Rate, and encouraging trade by a freer 
supply df capital. Shipments of gold bullion, by reducing 
the demand for bills, ease the exchanges in favour of the 
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exporting country. Sooner or later the [xniduluin swingH 
the other Avay : gold m again called for export, the Bank 
Eate.is raised to protect tlio lleserve, gold shipnu.'nts cease, 
and Loudon bills are again in request. 

The causes of iluctuation, leading in soui(‘ (*ases to a 
complete'; Ijreakdovvn of foreign ex(‘l)aMg<'.s, juay lx; classihed 

• 1. Political ; 

2. Economic ; and 
2. Speculative, or 'rransic'id. 

1. Foliiical Irifiutnc*s. -~Oi these the gieat(;st, and most 
disastrous to the economic life of the woi’ld, is Whir. On 
the outbreak of hostilities tliere is a ‘.general rush to realize 
foreign securities, and the banks witlulraw dej)Osits Iield in 
foreign towns, therel)y increasing the dejnaiid abroad for 
bills wherewith to re] nit the pro(x*eds. * As war proee('(ts, 
the [)urcl]ase of wai* material crcxites a demand for foreign 
credits, whei'oas the weakening of exports causes f lie sup])ly 
of such credits to decline, (fold being witlidrawn to ehalvlc' 
the Gov(a*nment to use it i/i the; ).)est intcMcsis of tlie nalhni, 
cxeha])ges break away past tlu^ gold [joints, and as they 
move against countries whicli are the \vcak(‘st linanciaily 
the burden of high prices is aihlcd to the strain of* war 
finance. 

During and after the wTiV of 1914-18, various lyuropean 
gov^rnmf;nts took measures to alloviatti tl]C eeonomif; 
burden of deiiioralized exchanges l>y (a) lestricting imports, 
(b) fixing arbitra?'y rates as \ho maxijnum w hich it was l(>gal 
to offer for foreign bills, or J[c) maintainirig export prices. 

Ex^nmplks. — (^0 Our c^vn ad valorejn inij)ort duties wf^re 
introduced as a war measure, to .save shipping tonnage for 
necessary imports, and to chet'k the wastage of foreign cj’cdit 
by oxpontliturepii imported Inxmh's. • 

In rnany countries goods were*not aJ lowed to ( tit(‘r uiih.'ss 
the importer could ])roduce an .Iiy[;ort Liccaico. Tlio Italian 
government, in ixlditign to making import iicenees compulsory, 
formed a department known a.s tlie Insliluto Nazionah per i 
Carnbi con VEsiero, It) inonof)olize the busijioss of cU;aUng in 
foreign exchange. 

(6) The Portuguese j^tovermlaeiit issued a Decree (No. 6478) 
which had th^ effect of fbeing the eschange at the artificial 
rate of 17;^d. per escudo, and cojupolling the banks in Portugal 
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('olh.!rl iiijLJ: l>in^ (li'ijw n in stt'riinij: tn accopj. ])iVv’rrioiit in ('scuOns 
ar liin nHinial fixeO T’atn. 'I'liis iiK^asurc \vas\i()oiuod to Oiiliirc, 
I'ni’ it >:iiopjy in iinjuassibilit y to buy (li-at'ts on 

LoikIom ar tliat pri(‘<‘. 

pyi In t li(^ (German < Io\ <n iinu'n; at t«‘nij)t(‘0 to (van- 

p<Mv-;a< t' loi* I ho rniiunis risi.^ in ))i-it;*os «!no to doprociat ion (d' tho 
mark, ])y putting,' a ooi'rrspotahno^ moroaso on <^x|)ort ])ri(‘('S. 
hk\por'toi-s had t o anfanit all (piotation^i to a. ( 'o?)inii(i ecy \\'lii(di 
wa.l tho piio(' in iorv'iij^u onrnaK'v at. an (‘conotnio tiunvo. 

liiliM’n'ally, otilianood ptiot'.s an iuoreastMl 

■siijtply ot cumaiov, wliioli can only Itc ftrovidcd at Hit? (?ost 
)f inllatioii ,and c(>nse(|ueritly further depreciation of the 
curretu'.y, a .>*[ump in (loveninient securiliey, and fnially 
reluct anco on the f^art <;t’ tht' pulilit* at htuue as well as 
aluoad to sul)s(‘ri.lve for ikov issues. 

If to tile strain of war is addtal tliat of a licavy War 
(tuicininty. the huddiai is liksdy to bi'conu^ so yreat as to 
Icjireciah? pennanmdly tlu^ intcrnah as well ;is the (‘.^change 
value of tin? ct!rrenc:y beyond all hope of recovi'ry to par. 
d Ih' amount oi yold in tlie [lossession of the defeated country, 
to£^etiu‘r with file valiu? by which its <‘\ports may exceed 
its im})orts, liciny insuUiciimt to purchase tin? (‘nornious 
amounts of fori'iyn. credit: demanded iiy tfie vielors in 
|)ayrn('nt, moi’i^ and more (mrreney lias to bi? oi.l\?red to 
[)urehas(^ sueli c?'(,‘d)ts. In othei* words, for(?ign credits 
eanmM la* bought with goods, so tla? debtor has nothing 
more to otfer for it than his enslit, w^hieh beeomL:‘S a dmig 
on tlie market, and in, th.e end has to he oih.'red at a ruinous 
rate of exchange ladoro any exehangi? dealer a\ ill '' look at 
i t / ' Idle cile('t of v\ ai* reparatio:! may be seem in the German 
and Austrian excluingc? rivtes (juoted on p. I tt. 

ddie el'ha-t of a Kerreign Loan is to inijirove exeliange 
t’at(‘s for th(? borrowing country, by the iiri^n ision of a large 
volume of foreign /credit whieh (?aM be drawn on in liquida- 
tion of indebtetliiess. 

Social unrest aifc(?ts the,pxchanges by decreasing e.xports, 
ivspecially if it takt‘s tlie form of strikes ili. such essential 
indust ri(?s as caxil or transport. Civil war depreciates tlie 
excliange by destroying contidence and stopping the nor- 
mal aetiyity of tlio nation. ^ hi 1922 tlie notes issued by 
tlie Russian RoLslHwdlt goyernment slcooci at no less than 
10 million roubles to the £. ' 
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2. Kconornic hnjiuenct< . — First aoioiig tliesc is the Balance 

of Trade, or tlie in value [lelvveen the eoinitry's 

iinpoj'ts and ex.jK)iis. 

In tlio ease of Gn'at Ilriiain, whose* i!n[)orts norinally far 
exceeds its exports, lliis dift‘er(*nee,,i}i made' yood by what 
are known as invisible Exports, ('(aisisting of Fre'ights, (Com- 
missions, Income from Investments and otlaa' revamut' not 
derivaal from trading tr'ansaetions. 

Stocic Exchange dealings for foreign aecoimt act on tlie 
exchanges in tlie sanu'. way as tlie import or i*xport of 
gcnxls. 

lOxAMivr.e.- An dent*!-, lia\iny bongfU si'ciiritios 

Ihrougli tiin Pari-^ r<'{pn‘i-<‘s a<h‘.ill on Paris \vli(>i('\v i( li 

to pay for ( Immii, w iHS’oas i ho Prcnoli (l'*a!(‘r r(U[nire dral'ts 
on iaiiidon to settle for ,^ides on, Id.avrloiiyu'e.ount, pnrehast's 
through the liondon Stoelc tKehange, r)r even diftVM’enee.s 
arising ft‘<»ni spoonlati^'e Ir'ansaelions i'(a“ l^^n'alislt clients. 

In a similar maniKM* sul)S(a'iptions for foreign eapital issues 
react on tfu^ demand for 7*emitiane(\s. 

3 . Tran.iltnl I iijlfioicrs. Und('r this lu'ading may fx? 
gr(.)iiped all thosf*. i ransaet ions in forevign cnMllts tla*^ ol)j(a;t 
ol' whhdi is to derive profit from the riilV(a'ence btd wc'en the 
rates ruling at tlie times of purehase and sake d'he dealer 
who i.)U3As to sell again does not thered)}' jX'rmaiKad ly rjtfect 
the demand for the conimodity purchased, hut his action 
may send jirices u}) for tlu* time l>eing, and by i;(‘[)lentshing 
the^uppl»3’' dejiross prices again wluai lie sells out. 

Arbitrage, A\'lHeh consists of buying in oru^ place and 
selling in anot'm'r, tends to bring tlie prices ruling in tliosii 
places to a common levcL • 

liixA.M i/Ln. - lla ving sold a draft on I'aris at a cei-tiiiii i-atc', 
a London dealer may (ind that. Ik*, can put his Paris (nxTiv 
sjjondeiit in fumks for less tlian tin* juice at wliicli lu^sold the 
ffrait b^^ baying a ]>jn on Madrid and sendyr^^ it t<.) Paris to })e 
soki at the, <*m'rent rate rnliriy tix.W'e for }>esetas, 

Mdie effer't of this J jHlireri* hjxrfujfiifi: is .simj)ly tliat Madrid 
lias to ])ay Paris^ instead of pay iny* I a aid on. 

Clearing Bills hav(^ an cifect similar to arbitrage opera- 
tions, hut the^^^ire drawn in |:)ayment of (hdinite shipnu'nts 
of goods. Tire term is applied to hills dra wm under London 
aeeeiMing credits to finance trade betyaien fort'ign countries, 
e.g. India and New York! (See also pp. J IT and 296). 
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Accommodation Bills A — Foreign cxpoiier^' are occasionally 
allowed by liankers in tins conntry to draw in advance 
of shipnumts, in order to reap tlie advantage of the better 
rat(\s riding for' London bills beDveiin the harvests, when 
few bills are drawn. ■ More frccpiently advance credits are 
granted io banloHs at foreign export centres, allowing them 
to draw when drafts on London can be sold locally at a good 
price, and to put i he accepting bank in funds by means of 
bills which tliey jnirchase from local shippers, when drafts 
on London an* cheap. 

Investments in Bills react on the exchanges by increasing 
the demand for the time being and making the supply 
greater when tlu*se lulls near maturity and are put c)n the 
marked, l.ondon usances are a favourite form of invest- 
ment among fotx'ign bankers, who arx* glad to pur*chase 
them when the. J. on don Rank rate* is high and usance 
l)ills (*an cc'nseejitently be oldaincd at a cheap I’ato, or 
wluai th(*y anticipate an adverser movement in the Paris 
oxcliangcs. 

' Fiiiance Bills are those Avliiedi are drawn liy foreign 
hanktTs on tlicir con'(‘S])ondents in othea; countrie'S for the 
sole ])ur|)ose of raising money Iry pui'chasing them. P>y 
drawing such bills tlie l)ank(*r is enabled to raise a con- 
siderable amount of money, wdiieili lie (jan then put to 
remurie‘rati\ use*, Hueh methods of finaiKie have been 
feinnd, howevea*, to be a corollary of several Irank failures. 
The unsound ne'ss of the prineijrlc is aeceaituateeh wdiev, the 
drawing banly unalrle^ to recover the capital thus raised 
})efoj(' tJie bills mature, issue's further drafts in order to 
raise money to buy a sigiit reinittance to put the acceptors 
in funds for meeting the first. 

Forward Exchange Contracts are the mexst risky of all 
foreign exchange dealings. They have become necessary 
owing to the breakdown of the exchanges referred to 
previously, their object Ireing to enable ' importers and 
exporters buying or selling in foreign currencies to secure 
themselves against the risk of exchange fluctuations. 
Jncidentally, the development of forward dealings in foreign 
excliange lias led to a veritable gambling mania, dealeis 
having sprung up everywhere and advertising to induce 
the public to take part in it. »* , 

^ See p. lok 



THE MONEY MARKET 




i5:r 

% 


The Stock anU Share Markets. — Like for(3igu exchange 
rates, the prices of Stock Exchange se(?urities are affected 
hy market influences whicli may be classified as (1 ) Political, 
(2) Economic, and (3) 'rransient or. .spec illative. 


1. PolUiml Injkiences . — The depressing influence of war 
on the stock markets has been explained in other parts of 
this cha23te:r. 

War also leads to Government borrowing, which adds 
to the depression of existing sojemrities liy the necessity of 
offering higher rates of^inti^rest as one loan follows another, 
thus causing investors to sell old stocks and ^uliscribe for 
new issues. .In a word, borrowing on a larg(3 scale, from 
whatever cause, raises the 2 )*‘ice of loanable eaiiital by 
diminishing the supjily of it, thereby causing all existing 
securities to depreciate. , 

The effect of strikes may he se(*n [irincipally in the 
quotation for Industrial shares. Such occuiTcnces do not 
alter prices of dc^bentiires unless they threaten tlie very 
existenec of the industries affected by them. 

2. Econotmc Influmct:^, -A period of trade'- activity, hy 
improving jirotits, tends to favour th(3 share market, l>ut 
its influence on the jirices of fixed interest-bearing inv;est- 
ments is weakening. Ilardor discount rates tend to draw 
capital from public; stocks ajxd debentures, a movement witli 
which dealers arc so familiar that immediately a change in 
the f5ank*Kate is foreshadowed the prices of Consols and 
other Government Stock, Municipal and Kitilway Stocks 
take uji new iiositioiis. 

Prolonged trade activity dlso results in the issue of fresh 
capital by industrial and trading companies, winch takes 
up jiart of the accumulated jirofits and dividends di^iusited 
in the banks. • 

Commodity P/ices influence the value of shares in certain 
industries. The jiroiits of railway and shi|) 2 )ing companies 
depend to a great extent op the jw'ice they have to pay for 
coal, and as these pi'ofits are distributed in the shape of 
dividend, the link between the coal and the shares is not 
difficult to perceive. 

Similarly, the jnaajket prices of petroleum, rubber, 
metals, etc., aHect the v§.lue of Oil,* Rubber and Mining 
shares. 
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Transient Injluenees . — Of these the' greatest is |)iirc 
Speculation,’ BuUinfj is more common tlian Bearing, be- 
cause it can be done on borrowed capital. 

Arbitrage in securiti(\s aiTects ])riees in a similar manner 
to Arbiti'age in foredgn exeliang(5 or, for that, matter, in 
goods -e.g. ( V)tton or It tends to e(jua.lize prices, 

but does not permanently affect the general level of prices, 
Avliich can only be detei-mined by the relative intensity of 
efl'ectivc supply and demand." vSuch dealings arc practically 
contined to sesnirities, i.e. those stocks or shares 

which have an oflicial tpiotation on tJic stoclc exchanges of 
more than rme country. " 

Finally, the ]nie(^ of a foreign security is natui’ally 
influeneed by the current Rate of ExeJiange on the country 
of issue. 

The London Parity.- In looking down the finaneial 
columns of tlu^ new.spapcrs tlie r(‘ad(*r may have some 
dilli'culty in iiiuhrrvstanding the Wall street (i.e, tlio Nhnv 
York) (| notations. following is a (Milting from the 

report dated Kith March, 1922 : 

*' Mo.m;v am> J'.xcr 

Call 

• KNClumtii* iM\ LoiiUdu (; 

|w.. OtMiumd 
l»o. ( al.Ic 'I’rii 
Moiit ro;il ( 'abh’. Transit 
!',v<-liaM^':e oil I’aris - 
Uorliii crit'iiUfS - 

Silvt'r CoiumsTcial liars 


i l.oiulou eu».*>iii’,j: IMiaas. 

/ Stoi’Ks, I'arily , Cn-v. 

j I'riia's. To-d.y. Day. 

A(<-h. I'oiH-ka Santa - lll'^ UVi* j '.)7 

l>o. Pit'iVrivd - - »)s=;- S.'ja I sr»l 

V’.aUiiuorc and Ohio - - - };iV iiT; :i 7 ; 

Canadian i'acitir - ^ - I ei.'n j i:id 

eitusapi'ako and Oiiio - - hOv ' I hOi 

eii., Aiil., and St, Paul - - '.iiij ^ ‘J:i ■ I'.i 

9'he Pari.s and Berlin Ex(;hang(3S are (|udted in dollars and 
cents per 100 frs. and 100 marks respeciiivelv. 

i{:>oep. 105> ' =»Seop, 411 
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TJio Anierican’^tock prices fire cMl)]ed over here in dollars 
per §100 Sloekj and form the basis for the oj)ening (piota- 
tions’on thc^ ]A)ndon Stock Exchange. [>iit as tlu' cost of 
American stock to the English purc]ia,ser depends to a large 
extent upon the London-Ncv' York exchangi*, the Anun’ican 
prices an^ for coma itavnce convtvrtf'd hcix* to wliat is known 
as Loiiilon Parity. Evoiy pound in this late i‘C‘presents liv(> 
dollars in tht' face value of th(> stock. 

Ivvmu'i'^i-: 5. 

0 

1. (b'\'C reasons tor t he- importanee ot l.jondon a.s a hanking 

2. What is tlw' relation ot' ilu' Jki!ik /»!' England 1:o the 

corninorcial world ? , (S. A.t|)C. 11. ) 

3. S(at(‘ as shortly as you can tla^ essential diltcrenct'S 
between (a) banks, ib) atas'jd ing la:)nses, and (c) dise(,)nn.l. 
coin|)anies. 

4. What, is the I'niadion ()t‘ the iJill Ib’okau*. and liow does 
h<^ (‘arn his living ? 

5. Wdcit is the .Money Mailcet ? 

6. Explain \\ l).at is iiKMut by tlie follo\\ i»ig ; UO-d/iy I>ills 
3 inoidhs' trade at U. Why slionid the f)uofa{i(ai* 1)0 

higher in tln^ set'ond (*ast‘ V (S.A.lpc.l M.) 

7. What is tlie tkink Rale V What causes it to thictnattg 

and ^'hy i^-^it usually biglier in tbe auiurnn ? (S. A.t))c. 1 1 I .) 

8. Why is I Ik' niarlod rate of diseonut often dilltrent from 

tiu’ bank rate ? (8. A .t pe.lll. ) 

9. What eonsiderat ions govein fb.(> ainount. of eapit al avail- 
able from (iira^ to time for e]n|,)Ioyment in business ? (S.A.II.) 

10. tlovv far is it t i-ue to say that modern connneree is 

conducted on a system of ('xebangc ? (S.A.1 [)(ei I .} 

11. Explain brjefiy t lie Ih’iti.sh system of ^airrcMicy. 

12. tb.iw does a change in the bank rate affi'ct tlu^ trade and 

cojnnK.M'ce of this country ? • (U.E.l.ce.Adv .) 

13. How would yoji ex|>eet th<> Rank of Englfuat w(>ekly 
r(?tiirn to bo affected 1)V the issue of a ]?u*go govornnKait loan ? 

(S.A.ti)e.llL) 

14. What iiiforjuiV^ioi^ is cout*ain('d in t he Rank Relurii, and 
how is that iuCdrination uti^^zed by biistness men ? * 

(R.A.tpc.Il.) 



156 TRADE, TRANSJ^ORT AND FINANCE 


CHAP. V 


15. Explain exactly liow Government boj:t'o\vitig itulucos an 
inflation of bank credits ? 

16. How does wai- affect tlu^ Money Marlvot ? 

17. Explain fully the difference between Currency Nt)te3 and 
Bank of England Notes. 

18. What is meant b\' the Mint Par of Exeliange ? 

19. Explain fully : (a) Gold Point ; (6) Long Rate- 

20. Idpw, and why, does war affect rates of excluuige ? 

(H.A.tpc.in.) 

21. AVliat are “ duetuatiojxs in exchange,” and what causes 

them ? ■ ' ' . (S.A.tpc.TlT.) 

22. How do rates of exchange affecd prices V What is 
meant by stabilisation of exchange's,” and by wliat means, if 
any, may it be effc.-etc'd ? 

23. How does aJiigh bank rate affect exchajme ? 

^ (8.A.tp(-.;il].) 

24. Wjiat is Arbitrage ? (S.A tpe.HT.) 

25. W hat art' tlu' principal cans('.s atfecting (be prices of 

(a) Commodities, {h) beciirities. ? (S.A.tpc.U.) 

NfvrK. Pvcfercia'e should be made to (a) production, (J>) 

cohipetition, aiul (c) depreciation of tlio curreiK'y, in addition 
to other inlluences affoi'ting the pri(‘es of commodities and 
securities. 
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CARRIAGE AND CARRIERS. 

Transport and the Trader. — In these dayvS of competition 
it has become in ore tlian ever necessary for the trader t.o be 
aware of every fact that may iniiuence*, tlic pi'ice or delivery 
of the goods in whicli he deals. ** - 

In parti(ndar, the (] nest ion of carriage demands t lie con- 
sideration and judgment of evan-y ])usiiicss man. It is a 
question which naturally assumes greater importance as the 
weight or bulk and the distance to destination of the goods 
dealt in increase, but no ti*ader can afford to neglect any 
means of accelerating transport or reducing its cost. For 
th(‘ wl)olcsalc warehouseman and his retail ciistonua’s 
caiTiagc may cost but a small percentage of the value of 
goods handled, but in a yehr tlie total cost of carriage is 
a heavy item. For coal factors, quarry owners, (*on- 
traetors and the like, the cost of carriage affects priqes more 
directly, and such questions as heavy lifts and tranship- 
ment may demand as much fofethought as the (;ost and 
speed of conveyance. For the importer, or the ex^jorter 
who is enter] nising .enough to include the cost of delivery 
in his quotation, siiclr matters as freight, |)acking, insurance, 
lighterage, port or town d^ee, import duty, and ware- 
housing facilities arc^of such moment that negloct of any 
fatet regarding them may occasion heavy loss. • 

157 
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Routes and Rates. - For oiic engaged in'tlie work of tiio 
])a('king «>r forwarding deparlinenl. a iKH-essai’y step to- 
wards eliicieney is tlie aequisition ef a thorough know ledge 
of all possible routes: l>y whieli ])areelvS or goods may be 
dis])atehed 1o eustonua’s or reeeiv(‘d from sup|)ljers. The 
Post yHiee (Aiide, Local (hi ides and Cime Books, and 
sliipping e(mp)anies‘ Saiting Cards, naturally suggi'st them- 
s(‘lv(‘s as doeunumts of r(‘f(‘r(‘nee. Of not less im]>ortan('e 
are lycords of (juotations bn* and eosi of ])a(vking materials, 
and a Rate iiiook eontaining reeoj-ds of eliarges for goods 
sent, to r(‘gula!- custonua’s 

Che choice of inost suitable Means of laansport must 
dcjiend iqxm eireumstanccs ; but tlie eriCa'ia are aUvays 
(</) cost, (/.)) and (c) risl'. 

1, Senders’ own veliicles.- [n order to decide wlietlier it 

wouid 1)0 ])rotiia!>Ie for the hrm to instal its own stalilcs or 
garages, information should be obtainabh' from the a<‘counts 
as to present expenditure f>n carriagi^ within the radius 
which th(' vans or lorries could serviv An (*xact comparison 
could only bo established from a montbly analysis of tlie 
cost of caT'riage umh'r this heading for the last twelve 
months or si>. 

2. Local Carrier.- '^I’Jiis is one of the cheapest mtdhods of 
transport. I'here is no limit of size or weight otlier than 
th(‘ maximum whieh the earrim- is atilc to handle, and local 
carriers olTei* the advantage of direct service. 

( Vrrriers are prohibited by law from earrying lettiTs, such 
business [)eing tin monopoly of the TV>st Ofheo. 

In the meat, fish and other trade's special caiTiors ])ly in 
oertaifi dish'i(‘ts for the tra.le at very cheap rates. Some are 
known as ’ lHjrai<*d carmen, theii’ busim'ss being to handle 
dut [able goods on whieli duty has not \'et been paid. Cliey are 
said to be lioiided '' l)et'aus(^ tlw'v enter into a bond with 
tlie (aistoms or Inland Rcweniio authorities under whieh tlioy 
are liable to a jierialty in res|)(‘ct of any goods \v})ieb tliey allow 
to escape diiiy. 
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3. Tramways. — some parts of th(‘ eountry ])arcels 

may bo handed to the eondiictors of {‘(‘ntrni -going ears or 
at the head of]ie(‘. of the. eorporation for delivery in the 
neighbourhood of the traniway servic<(\ d'his arrangenient 
is not common in this country, but wlierr' it exists tiie 
charge is less than l.s*, ])er cwt., winch does not, however, 
include collection or delivery. 3die system is much used 
in the ibrited States. ' 

4. Parcel Post. -No parcels at'c accepted which texcer'd 

11 I1)S. in weight or (i feet in lengtli and girth coml>ined ; 
but distari(M‘ is no object. 44ic t'.O.I). (('asli on Drvliverv) 
siTviee, w hich exists in sonu^ Ibitish i^)s.s(^ss!ons and on tlu' 
(\)ntinent. oH\*rs advantages to iirins doing a mail or’der 
busifU'ss. * 

d. Road Traffic com|)ar'('s unfavourably in cost 'pvr ton- 
i/rilc with other means of trans()oi‘t, l)ut for the renrT)val 
of furniture, larg(' machine tools, aero[))anes and other 
heavy or‘ bulky material, it otfers the advantagi^ of 
dii’cct conveyance from door to door witli a minimum of 
liandling. 

For' long distaneoss eonvgyance is invariably moi’c e.ostly 

1>V road tlian l)v rail, canal or coasting vess(‘l, because : 

'■ * *' '' ' 

(r/) moi’e ])ow'er is recjuir’ed per ton to mov(‘ a road 
vehicle t han a railway train or a boating vessel ; 

{h) at least tavo men are l^M^lrired to take charge of each 
set of lorries ; and 

{(•) whe!*e tlie lorries do not I'cturn tlie same evenjng the 
men in elTarge have to ])e lodged and fed on the 
way. 

Many tirms employ lorries on what is known as tlie 
Dep6t System. Custopiers in certain distrbds ar(‘ suppruxl 
by road from lo(;al dc])ots or garages, tlu* goods b(‘ing trans- 
ported to such centres in largQ r|uantities by rail or coasting 
steamer at much fess^eost than wouid be incurred if the 
whole distance wc^re served byroad direct. the local 
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de])ot.s the goods may bo distributed ip tlie firm’s own 
veineles or, where the traffic is not great, arrangements are 
made with the railway company or local carrier. 

I'he growth of road traffic is no doubt partly due to its 
comparative freedom from risk and delay. There are at 
present some 150,000 miles of road in England maintained 
at public expense. 

6. Railway Transport. — IA»r pai’ccls the railway is a better 
means of conveyance than the postal ser\’ice as far as 
short distar/fios are concerned, but packages under 1 1* lbs 
can la; sent long distances cheaper by post (r/. railway hand- 
bills and P.O. Guide). Rapid delivery by rail is possible 
between two pointvS on the same line, and claims are usually 
met more readily l)y the railway companies tlian l)y the 
Post Olfiee. 

- 7.' Canals and Waterways.- — I'hc utility of the British canals 
is impaired by their lack of uniformity in depth and 
width. In FraiK'e, Belgium, Holland and Germany, inland 
w^ater transpoid is of greater comnu;rcial importance, and 
as the canals arc all well navigable, l)arges are enabk^d to 
travel long distances and to seTjve many districts by direct 
eomnuinicaiion with the ports. 

in those countries f)ne sees trains of ten to tw(ail y barges 
carrying 360-500 tons each, drawn by small steam tugs, or 
self-propelled lighters of equal burthen worked by liut a 
small paraffin motor, at remarkably low (;ost, d'h(‘ speed 
is necessarily low — three to five miles an hour— for twa) 
reasons : , 

(<i) 'The ]) 0 \V(‘r required increases a|)proximntoly tis tlie 
square of the spe<y,l ; and 

{h) fast luiulage on artifi(;ial w’ateI^vays increases cost of 
maintenaiKic owing to damage .to the canal by scour. 

For slow' traffic with full cargoes barge transpoid is more 
efficient and conseqi»ently cheaper than any other, and it 
has the advantage of bringing goods alongside steamers in 
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the estuaries anfl» fairw^ays with a niitiiiniiiu of l)r‘eaka,^(*. 
[iiid expense. ]A)i' ttu> eonveyanee of eoal tiu' i>ar^(' also 
loses less on the way through vibiation than Mk^ railwMV 
wagon. 

A disadvantage attaching to eaiial haulage iu mochaii 
times for any traliie but coal, eenuait, etc., is a tendency 
among users of material to order fj-om Imiui !•) mouth, 
requiring sTuaU quantities speedily (h‘Uvei(a:l. is just 

Avhat the canals cannot do ecorromieally. It must not bt‘- 
imagined, how ever, that the canals of the United Kingdom 
are of no iTn})ortanee. Millions of tons arc^ conveyed by 
them (vvery year, and ihe ti*allie would be greater hacl 
not many important caiiaLs Ixmui ])urehased l)y railway 
companies in order to (diminate competition. 

8. Coasting Steamer. — TlK'ontieally, direc t sera transj>ort 
should be cheaper than rail lransj)OTl. Jlut e«)sts may b^^ 
eonsid('rably incr(‘as('d by (‘onveyaTua* to and froni the ports, 
when^ ” boaik of Imllv " is necessary. 

It must be rcm(*mbered, moivovei*, that whereas railway 
and (‘anal rat(‘S are regulated l)y Act of Rarliameut the 
s[ii])ping companies are free to charge v\hat they Jiko, 
When the railways are cong(\sted, and traihu's compete for 
accommodation, rat(‘S of fr(.‘ight coastwise* tend to exe(‘(‘d 
raihvay rates. 

Freight is not the only eharge in sending goods coastwdse. 
The law^ r(^garding marine transport and tlu^ ( ■ontracts of 
Affreightment to which vshippers have to agree relievp sliip- 
owmers of so nuii?h of their responsibility as carriers, that 
merchandise sent by sea has to lyL> insimuL 

9. Parcels Companies and Forwardii],^ Agents. — Ry combining 
small parcels and contracting with the railway companies, 
these people are enabled in most cases to charge lower 
rates than the sender would . liavo to pay direct. In 
addition to this.theit stYviccs include cyllection and delivery 
outside the railway cartage* radii. 
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Wliolesale warcliouses in 'tlieir turn aontraot with tlie 
j)arr'e]s companies for the delivery of parcels to their retail 
enstomersj thus eih'cting a saving in eaiTiago. Customers 
naturally share thLs benefit in k('ener prices. 

iVhnx‘ will bo said in a later ehaptcM* n'gai’ding tlie vahi- 
a))l(‘ servi(‘(\s renden'd l)y foiavarding and shippiiig agents 
in foriagn trad(^ 

Common Carriers, - A eommon earric'r is a carrier who 
puhliel}' imdertakcs to transj)oit from place to place, for 
hire (/.c. remuneration), the goods of any ])crsons who 
choose to employ him. 

ITus, pare(‘ls eom[)anies employing their own stage 
vehicles, barge owners, liglitennen, and owners of “ general 
ships ’■ ^vliieh {ily from port to port to take in eai’go for 
any ship|)er tliat likes 1o scaui goods for sln])nient l)y them, 
are ^eommon carriers. Railway eom])aTiies are eoTvimun 
carriers for the p'ai'ticular classics of goods which they 
profess to carry or are com[)elled by statu t(‘ to carry. 

A private or casual carrier is one who, althougli he earrios 
for hire, does not prob^ss to camvc'y goods indiseriminately 
for griy ])erson who aj)|.flies ^to [ii]n. Eor (example, a 
fiiriiitnre dealer or a greemgroeer ^n Iio oecasionally uses his 
vehicles to oblige/’ ])ut does not }u ofess to transport goods 
for the pnblie generaliy. 

If a connnon c*ariier witljont 7'eaHonal>l(‘ e.vcuse refuses to 
carry the goods of any person lie uiay bo indic'ted foi* ii(‘gleet 
of duty. Rut a eariatM* may profess to earry only certain 
classes of uK^rchandise, in which case he ‘is not: a common 
carrier tor other goods. 

The legal position of a, common carrier is that of insurer 
of the goods entrusted to liim, and n.e is liable under the 
Commou Law for any loss or injury to sach goods from what- 
ever cause, except — 

(1) xicl of God, e.g. flood, tornado, lightning, volcanic 
disturbance s, etc. ; 
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(2) King’s EnP^inyKs^ i.e. forcii»;u encmioH. "riic comiBou 

caTTior is answerable for loss or (lainagc lliroiigh 
. rol)bory, cavil (;(»mniotions or rovobitioiL 

(3) Inherent Vice of the tiling (‘arried, i.e. natural de- 
terioration as of jierishahlcr gbods or animals ^vlio 
injure themselves or die from natural eauses, and 
faulty packing. 

The com moil carri(>r is liable so long as tbo goorls an' in 
his emstody, i.e. from the time they are ontrusl(‘d*to liirn, 
during transit, and for a reasonilhlc time artmuards. Rut 
if the consignee wrongfully delays to acce[)t. *fle]jv(‘ry, or 
fails to give instructions as to Avliere tlic g(>ods an^ to Ix' 
delivered, the carrier's liability cMavses as such, and lie 
becomes liable only for negligencf' as bailee, unless otherwise 
('xprcNSsly agre(.a:l. * 

A l)ailoe. -c.g. a. w hariingc'r or \V{ir(dious<anim, dyer, bleacher,, 

repairer, etc. is bound to use ordinary diligence and a refseoi> 

ablo amount of skill, l)ut is not. r('.s(ion:a t»l(' for accidents duo 
to c*ircuinstaiiccs o\'or which he lias no eontrol, sueli as lire, 
theft, etc. Kefcrenco to th(^ docuvueuts on p|). 1. will 

illustmte lliis. 'the iinpoitois, iiaving '‘iit iiisb-d goods to^tbe 
wharf company, insure them against fii-e at. t heir own ox|)ensc, 
just as tliey would do if goods \\(>ro stoiX'd at ^tlaar 

own premises. A gratuitous bailee can oriiy bo licld liable 
for gfoss or wnifui negtigene(‘. 

It is ])recisely this rjuestion of liability- - so important to 
senders and receivers of goads by earner tfiat makes it 
neeessary'^ to distniguisli Ind-ween common carriers and 
casual carriers. A easiial or [vrivate carrier is meridy liable 
as bailee of the gc^ods eutrUvSted to liirn. Tfic goods remain 
at the risk of th?^ owner. 

Common carriers are not rest^opsible for loss or damage 
due to Negligence of the Consignor or other jAia son employiug 
him, where for instance lie can show tliat loss was due to 
faulty packing, failure on the pivrt of the consignor to draw 
attention to packal^es •requiring specijilly careful handling, 
or improper addressing of labels, etc. 
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111 all easels lh(^ carrier should bo givon ful' and unniistakablo 
instruol ions. Tio on '' labels are bol tor than stiidvy ones, 
and slionld state full names and addresst's ot eonsignor and 
ennsiguee, eonvo>'aneo (c.f/. " Passenger Train date, and 
ii’hetlier sent carriage' paid or carriage foi’ward. 

Moreover, a common carrier can refuse to accept 
dangca’ous or objectionable goods such as \vould expose Jiim 
to extraordinary risks. And if dangerous goods txiv delivered 
to him witliout propm* wjj^rning as to their contents the 
consignor will ])e liable for the consequences. 

It is ahvays opem to the ])artie8 to agrec^, to whatever 
terms they like ; but any agreement exempting tlie carj’ii'i; 
from liability for wilful miscoitduct or gross iiogligenco is 
absolutely void. 

The first Act of Parliament which limited tlK‘. liability of 
common carriers was the 

Land Carriers Act, 1830, whicli applies to oaTTiago by 
land or over the laud portion of a journey, and also ^ to 
carriage liy water in the same Avayas it apjilies to carriage 
by land, as regards every common carrier by land who is 
also a carrier by water, railway comjianies owning 

steamboats.) The Act w'as pas*sed to prevent the hardship 
arising from the loss by carriers of valualilc goods pf.cked 
in small compass, and it (‘uacted tfiat when^ certain classcis 
of precious goods of a value exceeding £10 are (‘ntrusted to 
a carrier (1) the nature and value of sueh goods must bo 
declared on delivery to the carrier, and (2) the carrier is 
entitled to make such increased charge as he has given 
general notice of in his place of business office. 

A list of goods to Avhich tlie (/iirriers' Act applies will be 
found on p. 101. 

Special Contracts. — There is nothingj'bo prevent a common 
carrier from jirotecting Jiimself by s])ecial contract w ith any 
person wlio emi)loys him. ' ’ 

^ amended by the R/iihvays Act, 1921. 
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But by tlio R?i?lway and Canal Traffic Act, 1854, (‘Vc^ry rail- 
way company is liable for loss or injury oc-Ccisionod by 
the ncAjkct or default of tlie (a>nipany oi* its servants, notvv itli- 
standiiig any notice, conditions declaration to the 
contrary. No agiaMnnent purporting to iiditna^ a i-ailway 
company of siudi liability is of any h^gal effect unh/ss (1) it 
is in writing, (2) it is signed by tlie consignor, and (3) its 
conditions are just and reasonable. In practice *lie con- 
signor signs what is called an Owner's Risk Note (see p. ISO), 
exonerating the vnilw av*v‘ompany from sonu^ obits liability 
as common carTier (dther {//.) in consid(‘]a(.i<m ol a. reduced 
rate of cai'j’iagf', or (h) because* his right to Jiold tlu' (‘omjiany 
r(\s})Onsible is ineom|)let(\ as wlier(‘ for (evam])le gcorls ai’c 
impi'operly })acked. 

No carrier can avoid responsiliility for wilful misconduct.. 

Liability of Shipbwners. — At common law the shipovvntr’rf 
liability was the same as that of the land carri('r, though it 
lias been their custom from early times to limit their 
liability in the terms of their contracts with shippers, known 
as Charter PariieH and Bills of Ladiwj. 

Now, by the Merchant Shi^pins Act, 1894, ^ 502, the oAiier 
of a ^^ritisli sea- going ship shall not he liable to make good 
to any extent whatever any loss or damage liappening 
without his fault or privity 

(i) wliere any i^oods, mci‘cf*kan<lis<‘, or other thinys what- 
.soever I a ken in or ()ut on l)oai-d his ship art^ lost or 
damagiid roasou oi fire on board the sliip ; or 

(ii) where any ,%old, silvtax diamonds, ^\'at^;hos, jtnvels or 

preeiojis stones taken in or put on b'iard Ills sliip, the 
true iiatui'e/aud vaku* of whw'li liav(^ not at (lie time of 
shipment heen decJarerl In writing, are lost or damagetl 
by reason of any r()bbe?'\ , en^liezzlemeiit, making away 
with, or secr(‘tii^’ tliercof. 

By § 503 the e^ttent* of the shipowner’s liability on each 
distinct occasion is limited • * 

(i) to £15 per ton of his skip’s toiinai^e in respect of loss of 
life or personal injury, and 
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(ii) to t'S ))ei* ton ot his ship's loimagc ji/'v(‘S|)(>ol of I'ss^s of, 
(U' (honage to, vessels, goods, morchandiso or otlior 
Unogs- 

A^lit'ther tlie death, injury, loss or damage is caused to any 
pi'rson or ])r()perty on [)oard tiie shi]>, or in any other vessel 
l)y reason, tiie faulty mivigatiou of the shif), providcrd the 
occurrencf/ look pla<‘(‘ without tlie own(‘i*'s fault or privity. 
And \vht‘je sevni-al claims are made or apprehended, the 
(>)urt ixtiy dotermine the amount of the owner’s liability, 
and dislribute tlie amount nilmbh/ among tlui several 
elaimaiits. 

By § 038/ 

;\u o\vii(‘i‘ or* of •) ship shall not be answorahli' to 

any person whaOner lor arty hos o>' diiinagt.' (X'oa.sjoiav I b\’ 
tire ianit or iiicapachy of an\ (jua!ifi<‘<l pilot ar^l ing in charge 
(»f i had ship wilfiin any rjistriet wlaerc (lie omployinmt of a 
([nafihod pilot is coinpiilsory by iasvA 

• It is for the s}iipf)('r {ij-. the setuhn*) ti> insure Ins goods 
against all risley including those foi* which the shipping 
eompany may la* lu ld liable, in ease adeipiale eomjrensatioa 
may not Ire reca.rveralrie from tliem. 

liability of Forv/arding Agents* -A forwarding agent is 

responsibhi as coinriion carrier for such ])art of the journey 

a.s may Ire served by veliieles ^v'bieh are his own, or* in which 
' . . , ** >1 
lie Iras an inlerrvst. I>u1 in so far as far has no interest m the 

freight, his position is that of agent and ivarehoiisennin, and 

as siieh ho must act in good faith and use ordinary diligence. 

Idle forwarding agent’s iirst duty is to olre^^ the instruc- 
tions jf)f tlie consignor, and as agent he usually asks the 
consignor what tp <lo regarding insurance. 

Claims. -Ail claims against carriers, whether for damage, 

short delivery or loss in t’‘ansit, should be made at the earliest 
possible nioifimt. Unreasonable rielay in presenting a claim 
may have the elfect of relieving the carrier from liability, 
and in the ease of tlie railwviys deiinitc time limits liave been 
fixed by certain rules, which have been adopted by all the 
leading companies, and i\’hich liave been uphold by the 
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courts. Tlicsc rtiles provicle *intcr alia, that no cJaiui in 
respect of goods for loss or damage during transit, for wln(;h 
the railway company may bo lialde, will ha allowial unless 
tlio same 1)0 made in writing witliin threi' days after delivery 
of the goods in respc'ct of which the claim is made, or for 
goods lost in transit unless th(^ claim b(r made in writing 
\\tthin fourteen days afier the date of dispat(‘fi. 

If goods ar(^ fet(‘hed from tfie station or- dtdivtua'd by the 
railway comjjany's carman in an ineom|)lete or damaged 
condition, or the eonsigru'c is not at>le to verify them, a 
fjualiiit'd signature shoidd be given on tlir' railway 
l)(‘livery 81u'et. staling that tlu> goods jvre shoi t-deli\m*ed 
or damaged, or not examined,'’ and re^^erving tlu' right to 
claim aft(M’ ascertaining the extent of the loss. I’he eon- 
sigiUM' should n('\'(‘r refuse (htivery of goods, Ixnause by so 
doing he would iticnr irnmnessary risk and expense. Aftcn 
the termination of the transit the cornpany^s liability as 
common earj’iiM' ceases, and tlu'v hold the goods as ware- 
housemen and sul)ject to the usual charges.^ 

Claims are made in the form of a Dehif Note, charging 
the carrier with the value or depreciation as shown in copies 
of invoices, credit note to customer, or other rlocunients, 
wiii^Th shcTuld bo attached in support of the claim. If the 
(iaimant is unable, witfiin tlie time limit, to state the exact 
extent of tlie loss, lu' shoulij make a provisional claim, giving 
as full a descri|>tioi^ of th(‘. goods as possible. A jnere letter 
of com plaint, giving notica* of an intention to claim, is not 
a claim at all. 

The Measure of* Damages reeover{\l)le from*a common carrier 
is the market value of tlu’i goods at the time and place 
at which the goods wore, or ought to have been, delivered. 
In practice the raiKyay companies, if they admit a claim, 
allow the invoice 'price plus carriage. 'That is to say, they 

allow the seller vdial* he woUld have got for his - goods if 

» * 

^ See Conditions G and 7 of Consignment Note on j). 182. 



CHAP- 


U^S IMIADE, TRANSPOirr AND FINANCE 

<l(‘livtTe(i, hut admit no claitii for loss of profit on resale 
after delivery at destination. 

Who should sue the Carrier. — In principle the owner of 
the goods is the pc'rson entitled to receive from the carrier 
eom))ensation for loss or damag(‘, \v)i(thor the cost of 
cai'riagt^ is borne by the sender or by the consignor. There- 
fore the right to claim compensation in respect of goods sold 
belongs to the consignee, but the sendtu’ is emtitled to claim 
in r(‘Speet of Ijis own gootls sent on apf)ro\'al or on con- 
signment. If, howt^ver, tlic sender has made a special 
(‘ontract with tla^ earTier, the sender is the pi’oper person 
to sue. Moreovi'r, th(‘ consignee of goods sent by railway 
may find hirnsttf •non-suited in an action concerning goods 
w liicli have' btam pi transit ox er the lines of more than one 
company, on th(' ground ihat no contract exists hetwec'u 
him and the (iarrier. In such cases the? sender should 
jiroc^eeil on ijchdlf of th(^ owiK'r of the goods. 

The conti'act of atTreightnuait contained in a Rill of 
Lading differs from other carriage contracts in tliat it is 
binfling U])on and may lie enforced l)y any person entitled 
to delivery of the goods. 

Ca'rrier’s Lien, - (Jarriers and* VVarehousenuai have a lien 
on tlie goods entrusted to them, i.e, they are ^a\titl(5d to 
retain the goods until tlie proper charges liave been paid. 
The lion is a particular, not a (feneral one, however, that is 
to say only the particular goods on wliich th(^ charges are 
dne may he withlield, rmt any’ other proj)erty belonging to 
the consignor or consignee. ^ 

lOxKiu’r.sn 0. 

1, Wdiicli is the best means of despatching goods from a 
wholesale wai'claaise to (a) its town cusfoiners, {h) its country 
euslouK^rs ? Give reasons for your answer. , 

2. What ennsidtH’ations \v<vild decide yon in considering 
wliether to send goods (a) by road, (h) by rkil, (o) by canal ? 

* (8. A. t pc. II.) 
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3. W liat adv^intages may .lie <l(irivo(l ]jy soiulirig iiu'i’- 
eliandisn by (a) canal/aud (6) coasting steamer ? 

4., (a) Wluai goods arc sold, the cost of carriage! is soiiu'- 
timos borne by the seller an<l sonielinies by tiu' |)ur('haser. 
Why is this ? WJiieh arrangement tl^o yon thijik like’ly to 
prov’^e the most economical ? (live reasons for \'onr answea*. 

■ (S.A.tpc.TI.) 

(/>) Wdiat is a forwarding agent, and liow do(‘s he jnstifv' his 
existence ? 

5. How does a common carrier dith'r from a casual oi- 
private ” carrier ? (live examples of each. 

6. W hat do y^oii kn.T)W of the duties and Ji'jibilit ies of a. 
common carrier ? How can lie avoid liabilit\' ? Can lie 
avoid n// liability ? 

7. explain tlK! meaning of th(! follow ing expressions : 

Negligence of the (Aaisignory ' Inhermt Vice, ' carr. fwd., ’ 
(dxrriers’ Acrt, ’ l/arti(Milar Lien.'’ • 

8. To what text (ait are (ft) Shiinnvners and (h) Coi’wa r*ding 

Agents responsibli! for th(> safe delivery of goods (Mit riistt'd* 
to them ? " * • 

9. In what manner should claims be made in respect of 
damag(\. shoi’t di^livery or loss in transit, and to what (’xtent 
may the ovner of gootls r('Cov(>r damages fi'om the carrita* ? 

10. State carefully why in ciadain casi'ts ('laims in resfx'ct 
of goods lost or damagixi in transit are mad(! by the scnd(‘r, 
and in other casc.cs the consigi*i(M 3 is tlu? pro[)er jierson. to sin’ the 
carrier. 



CHAPTER Vli. 

RAILWAY AND CANAL TRAFFIC. 

Origin and Development. -- -.From early tirnoK tlu' river.s of 
the ["nited Kingdom have been iTn|)r(jvod foi* purposes of 
navigatioji. by dredging, and by creeling loekw and Avi'irs, 
b\il it was not nnti] 1751) tiiat arlljiciffl water channels or 
qanajs were introducc'd as a regular nu'ans of trans|)ort. 
In that yeaiT’ th(' Duke of 15ridg('\\ ah'r obtained powers to 
const ruet a canal from Alauchesb'r to his c-oilua-ies at 
Worsley. work Avas undertaken by an (‘iiginem* named 

Jaitics fh'indlcy, aaid the canal, known to this day as tlu? 
Hridgewater (Vina!, was opeiKMl in 1701. Then followed a 
period t)f gioat aidivity in canal construction, practically 
all tlui iDarge canals being c'onr|)leted by 1 8.‘>0. V>efoi/‘ the 
advent of mechanical tnudion, l)arg(ygoods trail ic, w as found 
to l)e not only more economicHd })ut also morc‘ speedy than 
conveyance 1)V the bad roads tlu'n in existcaice or by 
coasting vessel, and sd'me i>f the eanals ran regular ])as- 
scMger serviees. As a result of tlie Im^dsfrial Revolulion 
industry hecNvnu; more e/aitralized, and -its pr^)gr(\ss d(‘- 
p(‘nded very larg(‘ly vi|)on eriicient means of commuriicaition 
between the ports and manufacturing 'centres. >So the 
canals played an im])oit’ant part in the development of the 
commerce of the Ihiited Kipgdoin. 

An event which started aAiew epoch in , transport, and 
indeed in .the world’s history,* occurred in the opening 

170 
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of the Liverpool and Manchester ilailway in lvS30. This 
w as due to the ingemiity of George Stephenson, a worlving 
])itnian in the Durham coalllchJs, who saw that by using a 
locomotive engine, driven by steam, tp draw' waggons along 
the old w'ooden tram lines, nnich greater speed (•ould 1)0 
obtained. The idea was first put into execuition near 
Stockton, and w as so successful that a company was formed 
for makmg the line from Manchester to Liverpool, w'hich 
had long felt road and water curnage to lx? inade(|uat(? to 
th(> trade done l^etwTOii the?n. Whether we regard the 
event commereially, as saving the. time of the w-orld, and 
enahling th(? transport of goixls to be carried on a scale 
never dreamt of before, or politically, as knitting to- 
gether widely seattered nationalities, its^iuliuenee has been 
enormous.^ 

During the period of railway constructioti the prosperity 
of the canals gradually declined, and .som(‘ of tlic canal 
companies becanio so alarmed for their fuiairc tliat tliey 
sold their canals to the railway companies. The object 
of the raihvay companies in ac(j Hiring the canals wars rtJther 
to eliminate their competition than to work them for profit. 
Owners of canals, whoever they may be, are legally com- 
pelled to maintain t hem in w orking eondii ion and to pro\ ide 
traflie facilities ; but it has not been in the railway com- 
panies' interests, generally, to do more than tliey w'ere 
comjielled to do. According to evidence submitted to the 
Royal Commission on Canals, appointed in IDOb to report 
on tlie canals anVl w'ateiwvays of the kingdom, of the then 
existing 8901 niilos of canals no less than 1188 miles wx?re 
owned or controlled by railway companies. 

The Ship Canals are not victimized, like the small barge 
canals, by railway * competition.* Tliey provide facilities 
which the railways cannot give. The Manchester Ship 
Canal, which -has* a Mepth of 28 feet throughout, enables 
1 An Advanced History of England, by Cyril Kausome. 
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8(va-g(Mng vessels to proceed inland fr<;)^n Liver|>ool to 
Manchester, converting tlnat city into a port. The Cale- 
donian Canal, from Inverness to Fort William, eilahles 
steamers to cut throyigh from the Atlantic Ocean t-o tlie 
North Sea without rounding the NortJi of vScolland. Alu'oad, 
the Kiel Canal, the Suez Canal and the Panama Canal have 
a commercial and ijolitical significance which need not be 
emphasised. 

Statutory Powers. — Railway and Canal com|)anies, like 
dock, water,, gas, electric light and tramway companies, are 
incorj)orated i)y Act of Parliament ; h(>nce they are ]^no^vn 
as statutory companies, or public utility companies. 

Whereas on the one hand the objects of such a company 
cannot be obtaincMl without authority to interfere ivith the 
existing rights of landlords by taking land, and to eneroaeb. 
upon public thoroughfares, in order to lay lines, jhpt^s or 
eahles as the case may be, on the otlu'r hand the cornpany 
oilers to render a useful public service in return for its 
privileges, 

rUK RAILWAYS. 

In 'order to obtain sanction for the construction of the 
raihvays the promoters have had to com[)ly with Uie rules 
or “ standing orders of both Houses of Parliament, one 
of which requires that notice s^hall be served on the land- 
lords eoTU'iMaKMi. Ik-fore the hill relating to any railway is 
passed into law, opporttinity is givt-n to any landlord, or 
otlier person whose interests miglit be* adv(\rsoly affected, 
to enter an a]){)cararu‘(' agauist the sclieme.*' 

The special Acts of Parliament relating to each railway 
company may be divided into three paiTs, Establishing the 
legal position of the company towards ' 

{a) its members ; 

(6) the landlords ; anU 
(c) the public. 
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Ry the passing of the first 'Act tlie coinpany is brought 
into existence, given the privileges of a body corporate, and 
autlidrized to raise capital. It is also en) powered to accpiire, 
by agreement or compulsorily, such lands or easements 
as may lie necessary to enable it to carry out its under- 
taking. The rights of the public to use the railway, and of 
tlK‘ company to levy tolls, arc regulated in the special Acts 
rivlating to each com[)any in partieulai*, and in certain other 
Acts I’clating to railways in general. 

Obligation to accept * traffic, -Tliough the railway com- 
panies arc not liaLlc as common carriers in respect of goods 
Avliich they do not profess to carry, they cannot refuse to 
take any tratlic at all which tliey liave facilities for carrying. 
But a railway company can be held liiZble only as baik‘e 
(see p. I(i3), in respect of goods of which it is not a common 
(uirrier. " ' . 

Obligation to provide facilities, — Moreovn^r, by the Railway 
and Canal Traffic Act, 1854, a railway comjiany may be compelled 
to ahord reasonable facilities foi* receiving, foru^arding 
and delivering all merchandise (other than exceptionally 
dangerous goods), and for the acc-oinmodation of passerigers. 

Railway Confmissioncrs (p. 174) alont‘. have ])ovver, 
with tlie viev\^ of securing and |)romoting the ])u])lic safety, 
or tlie interests of tlie [)ubljc, or of trade, or of any j)artieu]ar 
locality, on the application ‘of any body of persons repre- 
senting any such interests, hy order to require any raihvay 
company or companies to afford reasonable raihvay services, 
facilities and conveniences. 

Right to levy Tolls. — Originally, each railway company 
was authorized to demand ceilain maximum* rates and 
charges for different classes of traffic. A railway company 
might vary its rates and charges provided it did not exceed 
the permitted maxima or givepundue preference. 

The principle of ffixiiig maximum scales and allowing the 
raihvay companies to fix actual rates within these has 
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since I^een abandoned. The actual Staiidard Rates are 
now fixed ])y an independent tril)unal. 

Railway and Canal Commission. — IVior to the ereation 
of tlio Ministry of 'J"ra}is|>ort (p. 11)5) the interests of the 
public in (‘onnection with the railways and canals were 
entrusted to a Railway and (5inal Coinniission. It is still 
in existence, and has jurisdiction to deal wit}> such matters 
as trafhi^ facilii:i(^s and ol)ligations arising under special 
statutes, conveyance of nfails, and public sahdy. Other 
powers formerly exercdsable by the Railway and (^^anal 
(\>nimission, and in ])artieular its power to determine 
rpicstions in rc'gard to I’atc's and charges, ha\'e eeased, and 
are now exeicisable either by the Minister of 'J’ransport or 
by the Railway 'Rates Tribunal (p. IDIi). acciording do 
.(a’rcn mstaneos. 

^ The Railway Clearing House was instithted in 1842, and 
obtained parliamentary recognition by thci Railway Clearing 
Act, 1S60. By its means the interworking of the railways 
Ijas been greatly facilitated, and it fulfils the useful funevtion 
of a ccaitral organ, fo which tlu^ interests, mutual as well as 
antagonisfic, of the various rai]^vay companies are made 
to converge. 

Th(' clearing liouse is situate in Seymour Street, N.W. 1, 
and its principal routine consists of apportioning the 
proc(H‘ds from through hookm(;-s of })asscnger and goods 
traffic among the various railvyay companies. All stations 
submit through their rbspcctivt^ companies to the clearing 
house Monthly Returns of ti'affic booJvcd tk;ough from their 
own to other cohi])anics’ lines, and the (I.H. credits each 
company with its fair share, on a ])niici])le similar to that 
of the Bankers’ Clearing House. 

The clearing house also attends tothe return of waggons, 
tarpaulins, etc., and dtarls with lost; luggage. Moreover, 
Claims, which are not so unreasonal)le that they may be 
dismissed at once by the cbtnpany concerned, are referred 
to a Joiilt Claims Committee of the C-.H., whose expert ad- 
vice is actcvl uj)on by the company. 
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In the early days the railway clearing hoimti rcindered 
important .service iji <\stablis}iing a uniform elassitieatioii 
of go(xls as a liasis for the ealciilation of rate.s and charges. 

Classification and Maximum Rates;— By tlie Railway and 
Ciwial Traffic Act. 1888, tlie railway companies were called ii})on 
to submit to the Board of Trade a revi.sed classification 
of Merchandise Trafllc and schedule.s of maximum rates 
applicable thereto. These were, considc'rcd and amended 
by the Ifoard of Trade, whose n'conuneridations were 
embodied in tliii'ty-five separate statuti's, called the 
Railway Rates and Cliar8:e3 Order Confirmation Acts, 1891 and 1892, 
applicabh^ to thirtV'iive different railways or groups of 
railways jointly owned, lea.sed or worked with them. Each 
Act contains a scihcdule, divkhal into si.K parts, showing the 
maximum rates and charges autliorized in r(\spect of 

I. Goods and Alincrals ; 

If. Animals ; 

Ml. Carriages ; 

.IV. Exceptional Class ; 

V. Perishable Mercjhaiidise by Passenger Train ; 

Vi. Small Parcels by Merchandise IVain. 

(hxiDS Minkbals are graded into eight classes, the 
rate.s applying to cla.ss A being tlie lowe.st , and class 5 rates 


the highe.st: 

Eur example : ^ 

(Mass A inc 

hides Coal ; Coko ; ( Jannist(*r ; Gravel ; [rou- 
st one. ; Sand ; llovi^h Stoiu' ; etc. 

B 

,, Brick, s, crushed; (Miina ('la,y ; Auvil.s ; 

Slates, c(jmmo7i ; Turf , etc. 

c 

,, (.'oppor Ore ; Flour ; Grain ; Ifoop Iron ; 

Kails ; Wood ; etc. 

„ 1 

A]e« and Porter, in casks ; Cotton, renv, in 
}ress-packed hales; Jute; Sliest lead; 
etc. 

2 

,, ^ Ale end Porter, hoitled^ in hampers ; llread ; 

(Ax'oa • Coffee ; Kopes ; Scrap Zinc ; 


etc. 
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(Mass 3 iiieliicles JiJankol.s ; China, in hAm/pers ; CuUory ; 

Hardware ; Taps, brass ; Tea ; Wheel - 
laUTOWS ; ete. 

,, I ,, China, //< boxes and cases ; Footballs ; 

Hifk s ; Tanks ; Wire, insulated ; el e. 

,, 5 ,, Anibe.r ; Jbcyelos ; Furs ; (lame ; Lnee ; 

]\Iiisi(ail Instruments ; Pcalumery ; etc. 

1'he following inaxinium rates for Goods and Minerals are 
taken from the schedule in the Midland Railway Company 
(Rates and Charges) Order (Jon fir mat ion Act, 189 1. 

^ (i 

MAXIMUM RATES FOR (T)X\ EYANtd-]. 



For (’onsij'iiiiUMits exce|)t as 

dlierwise provided in the 

ill ri'siu'ct ol 


SeluHiiiJe. 







cumprisod in 

For file lirst. 

For Mie lirst 

l-'or t he tirst 

For tlu.' 

Miti iijidor- 

“^d niiU's, t»r 

20 miles, or 

50 miles, or 

remainder 

incntimu-il 

anv part ot 

anv i>art. ot 

anv part, of 

of llu: 

(•hisses. 

sueli (iistain‘(-'. 

sneli dislanee. 

such (iistanee. 

dist anee. 

■ ■■ ■* — ■' 

Fer 'I’on per 

Ter 'I’ori per 

Per 'I’on per 

Per 'r(m pei 


Mile. 

Mile.. 

.Mile. 

Mile. 


d. 

d. 

d. 

(/. 

A. 

115 

0 PO 

0 1 5 

O-IO 

W. 


1 00 

0‘80 

0-50 

C. 

1 - SO 

1-50 

1-20 

O' 70 

1, 

2 *20 

FSf) 

I-IO 

1-00 

2 


1 220 

1 -so 

1-.50 

•I 

1 5-u) 

2-05 

2f)0 1 

1 SO 

p 

! :ht)0 i 

1 :m5 

2-50 1 

2 '20 

Ti. 


1 2-70 

2 ■25 

2-50 


MAXIMUM TEHMlXAkS. 


in iesi>eet of Me‘r- 

Station 


- 

Service T 

erminals. 


in the nrider- 
meiitioiHMl classes. 

at, each 
end. ts 

laaidi.iji. 

. . . 

Unloadiii}^ 

(’ovtiriiiK. 

Uncos er- 
inj:. 

• 

Per 

Ton. 

Per 

Ton. 

Per TonO 

Per Ton. 

Per 'rofi. 


» •*'■ 

d. 

s. 

d. 

d. 

d. 

d. 

A. - 

0 

2 

- 

— 

— 

— 

— ■ 

H. . 

0 

0 


— 



..... 


(h - 

1 

0 

0 

2 

0 2 

1 

] 

l, - - - 

\ 

6 

»- 0 

5 

0 5 

1-50 

1-50 

2. - 

1 

0 

0 

8 

0 8 " 

2 

2 

2! - - - 

1 

i) 

1 

0 

1 . 0 

2 

2 

p - - - j 

1 

0 ‘ 

1 

4 

1 4 

2 

2 


1 

<1 

1 

8 

1 8 

4 

4 


The original classification, with the’schedules of maximum 
rates and charges applica})le to each railway, is published 
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by H .M. Statio?%cry Oilioo iri a blue book entitAod “ An 
Analysis of the RailAvay Rates and Charges Order Confirmation Acts, 
1891 and 1892,'' price lO.v. net. 

Revision of Rates, 1930. - The maxima refeiTcd to above 
remained in force until I 1th January, 1930, after whieb 
date the Ministry of Tj-ansport Art of 1919 canu' into force, 
and tlio railways wt^n^ diivetrd by the iVfiiiistca’ of Transj)ort 
to inerease their (‘harLa's. Th<‘ Itailway Ch'avinw Mouse 
aeeordingly issiusl, o?i helialf of tlu' coitli'olh'd " railways 
of (treat Britain, common notie(‘s of iticrc^asc, th(‘. latest 
of wliieh may be obtaincal from ih(‘ ('.M. oi’ seen at 
the roMi panics' gootls (»rhees. Th(' |)rese! ibefl ]n.riv?ises \V('re 
not based upon the eojupanies’ statutory a-hargc's, but u|)on 
tlu* (fcfaal rates in operation on the )4/t J'lnn.artf, 1920. 

'the Minister of Transport liad ])o\v(‘r to diiaat the t'ov ision. 
of rates, fares, tods, dues and otlicr charge's, after refer-.'iu‘.> 
to a Rates Advisory Goiiimittee. Ih'fore tja^ Committee advistal 
on matf.ers rc'feriaal to t lu*ni , pul)lie notice was given to enabh,> 
any persons al’f(‘ct('d I)y any iwision to make rc‘pres(Mita- 
tions to tlie ( VuumittA'i^ in defence of their inliu'csts. 

Revised Classification. — The Railways Act of 1921, whicli 
set lip a Railway Rates Tribunal to sufierst^tle tlic R/ites 
x\dvisory Coriimittee of the Ministry of Transport, j>rovidod 
for a total revision of railway rates. Tlu' ratr^s to lie iixial 
by tlio rates tribunal, and called Standard (.!liarges,” 
were to })c based on a revised classification. 

The new classTication will probably l>e divided into a 
gri'ater numlier pf classes, and ac'count will l)e taken of the 
(plant ity of goods constituting a oonsignirumt, a lower rate 
bc'ing accorded to goods forwardi'd in large (jiiahtities. It 
has ()een recommerwled also that when the transit is ovan" 
the lines of more than one comjVa.ny, tlio rate should be 
computed on the basis of continutjus mileage. 

To-day, if the trafliC passes ovei- the line.s oi (say) three 
companies, each is cntithid ,0 charge for the first 20 miles, the 
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next an«l the vu'xl 5(> Jihles^ a liigln'r rale than i'er the mst 
of tile joiiincA'. 

The new (‘las8iti(‘tition was to be ch'tt'rnrim'd in tlio first 
instance l)y tbe Rates Atlxisory ( Vinirnittee, which made 
recoin nietidations in tbe niatttT bofore the passing of tlie 
Railways Act , and was pt'rmitted to continue in existence 
until it had settled tlu‘ classitieation. Any subsetjuent 
alt(‘rations will be made by the rates tiilmna]. 

Standard Charges.- l>y the Railways Act, li)‘2I, the 
constilmmt companies in each groui) of I'ailways formed 
under that Act, must submit to tJie rates tribunal not later 
than tlie !llst Decemlicr, 1922, or such lat(M’ date as tlu^ 
Minister of 'fransport may allow, a schedule of tlie standard 
charges ]iro posed to be made by the anialgamatcal ('ompany 
(//.?’.) into which tlnw are to be formed, according to the 
revised classitieation. ’’Hic schedules are to he divided into 
(‘iglit parts, as follows : 

Part J. (tooilsand AI in orals ; 

Part 11 . Animals ; 

l"art HI. Carriages ; 

Part IV. IVrishalrh^ merelivudise hy ])ass('nger train ; 

Part V. Small Parcels ; 

Part Vi. Mer'cliandise of an exceptional eluiraeter ; 

Part AML Passengt'rs and luggage; and Articles other 
tlian ])erishal)]( s b}' passongcu’ train : 

Part VI ii. Any toll payable ]>y a trader. 

9'he rates tribunal will consider the scd^rdules of charges 
ami any olijcKtions tliereto, and, after lieaiing all [larties 
inti^rested end who are desirous of being lieard, will setth* 
tlu* soiled ules of ebarges and appoint .a day when the same 
shall (*ome into ojjoratioii. 

On ami from the appointed day the charges appearing 
in the scliedule for each amalgamate(l camjiany will be the 
cliarges whieli that company wMl bo entitled to charge, 
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and IK^ variatio*) either upwards or flown wards inay 
made except as authorized under th(> provisions of the 
Act. • 

Fixation of Rates. - principles undf'rlyiMg; the tixation 
of traffic rates arf^ similar to tliose follo^Vf'd fiy tlu? trader’ 
in pi’icirig liis goods. Cor tfie carrier th(‘ main (Consideration 
is naturally to charge ichaf fhe fra/Jir ir-i!l brf(}\ and h(‘ must 
have regard to all relevant erieumstanef’s, and in p^iirtieular 
to (a) valufc, (h) the l>u!k in roniparison to wf’ight, (c) the 
risk of damage, (d) theverrst of handling, and (c) the saving 
of cost which may r(\snlt wlum nas’chandis;* is foi warded in 
large quanlities. Finally, (/) tln^ eaii’i(‘r is concaa'iu'd moi’e 
with his total nel recci2)fs, ic. takings less* working ex | reuses, 
than with the amorint of profit aeerning fi’om each trans- 
ai’lion. H(‘ th(‘refor(‘ stndii^s th(‘ rKaals nf Hk' rommnnily. 
encourages trader wliieh may jirovi' jrrolitahh; to liirnscdf,* 
and shapes his (diarg<‘s to eomp(d(‘ with other means of 
trans])OT’t. 

Tfie standard classificcalion has evolKed in eonforniity \villi 
the above priiu’iples. ''Dnis Ibironietcrs, Organs, and ^ilk 
(class 5) ai't> of such value that they ui!l Ixsir a liigiK'i; rat(‘, 
and Straw Hats (also class 7)) artr so bulky as to dcniaiul a 
higli^u’ rat^ per ion than say Oranges (<‘]ass 2), corrugated 
Iron (class V) or Limesloms in bulk (class A). Flio cost of 
trairsportiug say ('lass A tralTic is also less (liau (fiat of tlie 
higher classes, for the load:* aj'e larger and rnorr' regniar, 
traders provide their own trucks or are eliaLg('<j for tlu> nse of 
them, and thc^ j’isk of loss or damage js !(^s.s. 

In some ca.s(3S (^i tlie (treat Fasterri. Midland and Furness 
statutes for instance) tlK> schedules apjdie^ uniformly’ to all 
parts of the respocaive compaiiit's’dines, w hci’i'as in other’s the 
maxima varied according to Th(‘ hilly or po|)ulorfs eliarac'ler 
of the region couwrncd. Thus Mk? L.N.W. R. was autUorizrid 
to charg(3 for class A* tratlie 2r/, pc'.i* ton-mile over on(‘ area, 
iiK’luding the Bu:Jvton and High IVak Junction, (dc., and l'25d. 
in anoth(3r region, inciuding tja# lino bedween ('ockermouth 
and Workington, its %ainat 0-05(/. on other parts of the 
system. 
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Consignment Note. — 'riie Coiitrfict betwc eii the Railway 
(Jonij)any and tlio Consignor for t}u> transj^ort of goods by 
Moreliaridiso Train is contaiiuxl in a Consign moait 'Note 
(C/N). These doeviinents may be ol>tained at tlie railway 
eonipanies’ olliees, eitlier separately or 1)onnd ii]) in a book 
with counterfoils. T'he consignor lills up the note and 
delivers it to the railw^ay with the goods, in exchange for 
the sigirrlure of the railway company’s representative or 
carmai), on th('. (:ount.erfoi^ or in a delivei’y book, llie 
description of the goods should be gi' en in strict conformity 
with the official elassiiication, and in the last column should 
Ixi stated clearly whether llui ('arriage is to be |)aid by the 
(consignor (^r the (x)nsignee. 

ddio form of consign!nent note Jiere reproduced (Figs. 2 
and 2.\) is tliat used for goods co!\signed at Carrier’s Risk 
(C/R). >S]»ecia] forms are in use for Dangerous Goods and 
for Speche and Rullion, and Owner’s Risk (o/r) notes are 
om|)loycd in res[)e(;t of goods sent at owner’s }’isk. The 
headings of two C/R consigninent notes shown on pages 
isl and 1S5 (Figs. ‘> and 4) should l )0 carefully studiecl in 
conjunction ^vilh the remarks oii p. Hio rcganling ‘'special 
eontracts.'’ 

How to check a Railway Rate. — It. is not a diffieidt 
matter to ('[icck a railway (;(>m]>anyh invoice or Carriage 
Account. 

The tirst >step is to verify the weiglits and calculations 
sliowii in the account, irsuall}- oiiicx^ records of consign- 
ments siHit and received 'l>v rail arc kept in an Outward 
Ooods Journal and an Inward (loads Journal. 

Tlie Paid-ox Column (>f tlio consigFunent notes and carriage 
aceonnt is recei ved for any charge paid by tlic railway company 
for services not iiichided in Vlro rate. Tl^us, where goods are 
sent carriage forw'ard over two railways’ line^ not connected 
by through' rates, the carriage duo to the first company may 
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bo paid ill (;ash*l)y tho se(*oii(\ coinijany and charged to the 
con.sigii.oe in tlu^ “ paid-on ” coluinn. Tiio inothod i.s eiuidoyed 
for sorviiH^H rondon'd by cartons to ro(‘oiving station wliOK' tlio 
goods arc c}iarg('d at an ‘‘ S. to S.’’ (Station lo Station) ratt*. 
Th(> consignee may ask the railway (-^>rn pa ny for a voucher 
to check tlie amount of sucli charge*.-;. 

“ C. & D.” (Collected and Dedivotvd) rates ai'es not ((uoted 
for all stations ; but where tlie rate only inchules ea^nvcyance 
from .station to station the* railway company may ije willing 
lo collect or dehvi'r for an ('xtra charge. On the otlu*r hand, 
where the oidy rati* include.s colleetion and delivery, and the 
sender or reccaver elc.id^ to do his own cartage, 'he* is entitled 
to a Keijate varying in amount ,ac(‘ording to the class of 
goods. Cartagi.^ charges and rebates lietwcen any points may 
be ascertained on ajjplication to the railway (*oinpani(*s. 


M 


( .VUMIAtiM A(‘('OUN r. 

Derby, 102. 


To The .Midland IIauavay Comcanv, Ltd. 


Accouut.s r(*ndi‘red to the end of One IMonth are due in 
Cash on the Twentii'lli of t ho ni;xt. 


Trum 

To 

('o, '^wncr 1 




of 



* 

Wat- 




l^on.s. 


Hluh- 


• 

wort.li 

li.'iti* H. 




Charriiil 

' Coki'. 

Tns. (Avt. ('\\ 
IS 7 ■ • 


Tollrf. 

- 

leity 

per ,j .Amount, 
ton. ;1 

1. A. ; (/. 


Wasi^on litre. 
Rani; 

piT ii Amount, 
ton. !! 

. {I . . 

|| - I s. j(i 
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CAKRIACE account/ 

Am. Ka'J'KS and Chaudes aro to he paid on dolivory'of the 
(Joods unle.ss tlu‘ Coiisigiioo lias a Ledgor AccoLint with the 
Conipany, w hich is gntiit(>(l upon the following, amongst other 
coiKlitions : that the amount of tho Account as r(‘Mdorcd is 
remitted within iOighi Days thiTi^aftcr to the- Station from 
\vlii('h it is iH^ccivcd. Errors or ovorcliarges, w’hcn found to 
exist, w'ill bo at once roctitiod and allow'od in next scttlornent, 
but shaK form no ground for delay or deduction in pa v nient 
of A(‘couiits. 

Tho (Aimpany cannot accept rt'feixvm'e to Seiuha’s or a 
thii'd party for carriage. Checjues t6 be drawn to the Order 
of the London <Sr North V\Avstet’n Kaihvay Coriijiany and crossed 
cb Co. 

IMoasc', to require a Printed Stanq)ed Receipt for Amounts 
of £2, and upwards. 



Station 


19... 


To Tiik London AjND North \Vdstjj:rn Raii.w av 
COMCANV. 


.V 


In- 

vcir.i' 

Ne. 

Kroiu 
or 
'■ To 



Species i 
nud ;MMks.i y 

Hal,.. 

tj. Id»s. : 

I’aiil j 
oil. ; 


i 

i 

■ 1 

1 

j 

i 

\ 

1 




£ < 1 . 


I 
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The next step is to consult tJie Classiticaiion. A General 
Railway Classification of Goods by Merchandise Trains is 
lishetl oificially every year, and uiay l>e ohtaiiKKl at tlie 
Secretary's Oflice of any of the railway coin jjanies, price Lv. 

Tho folloAvinL? is taken from the al|)hal)t‘l ieal list of 
articles eontainod in th(‘ classifitaition : — 


Ai.ru Ain<:Tic Ai. ids'r oi- Aii'iM('id:s. 


Tanks, Oil Stoutiff. - Taolat • 
(nut other A pjilUineei^ (e.reep 
SciiffoM Poles and lioiirds, 
('raties, and Portahh: or 
Stationary JCnyiaes) for the 
erection of Oil Storinje Tanks j 
viust he vhanjed the same as 
Iron or Steel for Oil Stondje 
'I'anks on the ouUcanl joiir- 
vey : and also ichen e<>n- 
rcyed back to the ori'jinal 
sending station by tfa’^.samc 
route. 

T:mks, Water Tcmperiny and 
Measuring, for Hakerics, 
packed in cases or crates 

Tanks and (/isterjis - I 

\Cast iron | 

t / ron or steel, dhtssd ined.. . . j 
ffron or sled, lead-mated. ... •! 
‘\lnoi or steel (not irrouyht j 
or c.namdleal), .such as can 
he carricik in an ordinary j 
truck i 


I 


! 


I 

Mi I 

*ly I 
•i.v I 


Tapi-rs and Candlos, paraffin, i 

Ta/lou', anil ST-aruo’ I 

Taprs I 

■J’;U’i'><'a i 

■J’ariocit l'■l^)llr I 

'I'avioi.a Root j 

'I'aps, brass ? | 

Taps, aood j 

Tar, Coal or Cns 

In. Otcner's tank ■wa<j(/onfi*l‘ j 

P.o.h.p I 

NoTK. Tank ]yay{pins, j 
both fall a ii.d e.in ply, u: ill not | 
he acccpteil for conreyanre I 
unless all inlets and outlets ! 
are securely closed u'lder- j 

tijht ! 

Tar, P.i tract of, from Cas | 
Works, in cask.s (as Caiiits ■ 
and C.dlours J Cij^nKnits]). j 
Ti>r, prepared for road dress- : 
iny, in barrels j 


II 

‘Mid 



C 


li 

A 


n 


* Subject to special arraiijzcinant w]'i:ii of nimsual Icngtii, Inilk, or \vciu:)d, or of 
cxccjitional bulk in proportion to weight. •. Hardware l.i.st, 

y. (Jrain last. hd. dteavy Drapery List, 

t If not properly protected by i)ackinK to be only acccplral at Owner's risk, 
t Urocory List Xo, l!* ft Grocery List No. 2. i Iron and Steel last. 

See Ke^nlation 14^ p. 4, 1-^ Reduced rate at Owner's risk. 

Having ascertained the Class to wliich our consignment 
belongs, we proceed io consult the railway company's Rate 
Book, Every raihvay and cajial company must keex) at ‘ 
each of its st-atibns* and wliarves a book show,ing every 
route from that station 6v wharf to every other place to 
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^vlJicll the company books passenger or btlier traffic, and 
showing the distance and spticial ratCvS in operation. 

trXl'RACT FROM OREAT EAS^M^RN RAILWAY 
f RATJ!: J)OOK. 




( n.vs.s Rati 

js I'l’ii Ton (snlijoct to oondil ions on 

)a!4c.s 


Dis- 


4 and 5). 




Condon 

tunre 

ill 

Milos 

.\ ami r. 

Cgasskh. 





:iiui 

ironi 

(!. •! ! 





DishoiiS' 

jJJ.'iio. 

j d 

•t ■ ^ “ 

;; 

4 

5 




- Tf>id 






' loads.: 

loads.;; 






: .s\ d. .s. d. ■ 

•s. <1. a. d. '[ s. d. ' g. d. 


,v. d. 

x. d. 

Union - 

f).') 

5 2 Ui 0 : 

8 0 7 .11 : .17 1 ; 20 5 

28 0 

28 D 

88 4 

raniipistctid - 
Coldjoster 

55 ^ *i 

: 5 5 : 10 , 

0 2 7 11;; 17 0 j 20 10 

24 7 

28 0 

24 2 

(North) 

5U| > 


8 0 7 11 ; 17 1 : 20 5 




Hythi? - 

53’ . 

5 2 ' 0 

28 0 

28 0 

88 4 

SI . Uololph’s - 

f '! 







*(Kor Station 'I i ! i ! i i 

,t.o Statiof. I ; ; 

Iratlic only.) i ' ! ;; i i I 

Until the iStaiidard Charges to be fixed by tlio Railw^ay 
Rates Tribunal conn^ into force the rates show n in. the rate 
l)OoI<s will remain those whicli Avere in force on the 14th 
.Tanuary, 1920. To tlieni mu^it be added the hicrcme.^ 
shown on various Notices issued by the Railway Clearing 
ITouso. An example of these Notices is not given in this 
book, as they will become obsolete wdien the Standard 
Charges come into force. ' 

The Rate Book or tables and a General Classification 
must be open to inspection by any pei'son without fee, and 
any person jnay apply secretary of the company for 

particulars as to how a rftte is made up Ccliargcs for con- 
veyance and terminals *being showui separately and in 
detail). Where (,'onsignments by goods train are frequent 
it is a simple matter to keep a “ rates boo]< ” showing a 
record of charges for routes often used, or reference may be 
made to Gray’s Tables, which include* the rates in operation 
between a large number of stations. 
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Sjyecial Bates and Rules. — 'l^he letters and signs attached 
to the classes A, B, G, 1, 2, etc., in the General Classilication 
r(d’er to otlier parts of the hooJt. Thus, the companies are 
allowc^d under th('. Acts of 1891 and 1892 (Part IV.) to ciharge 
special rates for articles of exceptioniil bulk, etc. 

The letters x, y and z apply to a tahh? of reduced rates for 
goods consigned at owner’s risk, of whicli tlie following is 
a short extract. 

HPDUCEl) (M.A8S HATP8 AT OWNtyU'S 1M8K. 


Taull cf KliH'CKU C!.\<s Uatks lor Arlirh-s n>;irk<’<l wiMi the “ x,'' 

or “ OM(“ t'oiuiilion niiplicnlik' to t I m-sc ^inodiiicd ruti's bidnu tlcit 
Uu' Mercliaiidi.si* i.s <‘arrio<i»Mt the Owirt’.s riAk. 



n 

KOI OLD ]{ATK 



KK1.)1 

Pates. 

llato per 
ton not 
exceeding 

Articios 

i Articlci^ ' 4 

rtiah's i 

Itale per 
t<»n n(.»t 
(‘X'/eeding 

A; ( ii'l<'F. * 

Articles 

Articles 

jiiavkod 

(X) 

marked marked ■ 

i (//). ' U). i 

1 narked 1 
(. 0 , j 

marked 

<f/). 

marked 

U). 


IVt ton 

Per ton, i 1 

or ton. ■ 


Per (on. | 

P(0' ton. 

f’er ton. 

N. d. 

.s. d. 

■ (/. 

.«?. d. ; 

.S'. (/. 

A', d. i 

.S', d. 

,s. d. 

r» 0 

1 T 

i '1 2 : 

4 2 ! 





10 

0 f) 

^ 0 

4 7 

4.-> 10 

4), 0 : 

20 

2'# 8. 

S 

! r. 10 

r? 10 

;■> ■ 

40 S 

■12 1 , 

:to 7 I 

27 0 

T (> 

1 0 s 

02 : 

.7 1(» ' 

17 0 

12 11 

40 7 ■ ! 

2,7 1 I 

8 4 

1 7 0 

7 1 '• 

1) 8 

48 1 

12 4 i 

41 2 1 

28 0 

0 2 1 

8 4 

7 H 

7 0 ! 

40 2 

44 2 1 

•1 1. 8 j 

20 2 

10 0 

0 2 

: 8 4 ' 

7 11 ‘ 

70 0 

47 0 : 

42 tl 1 

; 10 0 


Waqqons . — It should be noted also tliat the provision of 
trucks is not included in the coiiv(5yance raters for (Jlass A 
and eeidain other articles specified in other classes. Where 
not inchuhxl the companies may cliargo for the use of trucks 
^according to special rates. And \AdKTe, for merchandise 
other than that specified in class A, the com])anies do not 
provide trucks, the rate is rerluccd. Many senders, such as 
colliery and quarry companies, use their own waggons, and 
there are private firms who make a living by keeping rolling 
stock in repair by^iontract and letting waggons out on hire. 

Quantities . — Classes A and B are applicjable to consign- 
ments of four tons and upvvard??. Smaller quantities are 
chargeable (i) at the next higheiv'ate if not less than tuo 
tons, (ii) at the nhxt rate but one if under two tons. 

Class 0 applies to epnsignments of two tons and upwards. 
Less than two tons of C ” traffic \M)uld f)e chargeable at 
class 1 rates. • ^ 

Any consigifment i\ot exceeding Ijiree c\vt. is^ charged 
for at the SmaU Parcels RaSe, and weights over 'three cwt. 
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arc charged not less than the charge for th*ee cwt. as shown 
on tlie ‘‘ smalls ” scale. 

h^XTRACT FROM 

SCALE OF CIIAIUIKS FOR SMALL PARCELS 
]]Y MEK(dlANDrSE TRAINS. 

(P>ft\vi:fx Stations in Isnoi.and and Walks). 

i per ton as in opi'ralioii on Uth Jjimiary. 1 020, or issued 

I * thcreufti'r. 


noi 

■'<- IS/- lS/'> ■ IH/lul 

IO/;i 

V‘/8 

20/1 

20/*) 

20/11 

21/1 

21/0 : 22/2 

21 

-V7 

in <4 

to i to : t(V I 

to 

to 

to 

to 

to 

to 

to ! to 

“i 

o 


is/t i is/'t ' in/2 i 

10/7 

20/- 

20/5 

2ft/ 10 

2i/;l 

21/8 

22/1 : 22/0 

2: 

/II 

. <!• 

j ; I 










0 I 

n i t; i i (» ; i n ' 

1 (\ 

1 tl 

1 8 

1 8 ; 

1 8 

1 S 

1 1 1 ' 1 1 1 

1 

1 1 

0 I 

1 4 I s ! I s : I s j 

1 8 

! 1 8 : 

1 11 

Ml: 

111: 

111, 

2 12 1 

2 

1 

0 2 

0 2 1 ' 2 1 I 2' I , 

2 1 

! 2 1 

2 1 . 

2 t 

2 4 : 

2 4 ; 

2 0 2 ti 

'2 

0 

2 2 

14 <) 11 ! 7 4 7 -4 ; 

7 4 

1 ~ 4 

7 11 

7 1! 

8 2 ■ 

8 2 ! 

8 7 8 7 

8 

0 

2 2 

0 7 1 i 7 (i 7, r. : 

7 (’. 

i 7 0 

8 1 

8 -1 

8 7 1 

8 7 

8 0 0 0 

u 

2 

2 2 

11 7 (1 ; 7 ; 7 1 1 i 

7 11 

17 11 

8 7 

8 7 

8 0 ' 

8 0 

0 2 0 5 

0 

fj 

:i 0 

{) 7 11:82' 8 2 ‘ 

8 4 

1 8 4 

0 0 

0 0 

‘.t 2 

; '•) 2 

’ 0 7 0 7 

0 

1(1 


* I'hijs cvvts. of roj>cs (class 2) fi*om London to (^)lcliester 
M'ould }.)(' char^^ed Ds. S. t.oS.,lhc jX'rdon rate (wiMioul in- 
crcas(‘) shown in tlu' rate )>ook heing 20. Cxi, 


Mixed Consignments. Wliere dift'erent classes of goods 

are^ sent by tlic same trader in one consignment, higher 
rates for small quantities may be avoided by what is known 


as bulking. 


Traill c. 

VVei<j;]it. 

Examflk. 

Rat(i applicable. 

■ 1 

(3»arp;(?s 

Klonr - 

T. e. (1. 

1 0 0 

Class C (min. 2 tons) - 

are made on 

Actual wei^lit. 

Oilcako 

10 0 

f, 

,, 

ConiiH-tioniTy 

3 0 

Class 2 - 

rSnialls Scale, or if clieapcr, 

Taper - 

3 0 

Class 1 - 

two or more descriptions 

Kxlraet of Meat 

• 

2 0 

(dass 5 - - - j 

1 may 1)(? cotnbined and 
diarized at the hijj;hcst 

Hard ware - 

2 0 


1 •ate applicable to any 


2 0*0 

Class 3 - - - 1 

1' 

of the portions so coni- 
1 Ijined. 


Thus rates recorded for a minimum weiglit higher than 
3 cwt. (classes A, B, and (J for instance)- may be cliarged 
jiroviding the weight of# the whole cohsigiiment is up to or 
exceeds the higliest minimum attached to. any of the rates 
charged. And any two og piore classes may he bulked 
together „and charged at the rate a]fpli(5abl.c to the higher 
or highest class. ' 
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S'pdcial Char<j%s . — In addition to the authorized class 
rates and charges for the use of trucks, the companies are 
empowered to make “Special Charges,'’ not excH'cding a 
reasona})le sum, for 

(i) Service rendered at si(iings ijot helcmging le the 
Company ; 

(ii) Collection an<l Delivery of M(Mchaiidis(' outside the 

t(a‘minal station ; 

(iii) Weighing ; 

(iv) l)('t(nitiou of t ru(;ks or prolonged ns(^ ol' aeeoinic.odation ; 

(v) Sei‘vic(^ Terminals for A im<l H tr-afVic : 

(vi) (Lse of ('oal Drops : 

(vii) Services at a wattcrsidi' wliarf : 

(viii) Any accommodation or si>i‘\ i('es not pi'ovided for nndc'r 
the scht'dule. 

Insurance. -Reference has already hoen made to the 
Land Carriers' Act, 1830. P^'rom the folio vying (Jlassifiaitioii 
a!ul abridged Scales of C /targes it will he sc'cn that tlu' 
railway companies liave group(Hl the articles to wliich the 
CaiTicu's’ Act applies, the first group being chargc^l Vfor* 
insurance at only oiustcmth of the rat(^ attaching to class W. 


(CLASSIFICATION. 

Ol-ASS 1. 

1 , StfUiH»«. 


2. Mjips. 

o. Silks, or Silk.s wroii^'ht up witt‘ 
otiirr niiitrrials wiicn; tho j>rnt 
portion oi Sillv is aO per rt-nt . (»f 
tlu; val^^^ or luoro. 

■t. Furs, 
e looks. 

(3. 'riiuopu'cos, 

7. IMatod Articles. 

8. Coins, GoM ami Silver. ' 

1>. Gold and Silver, inanufaetnred and 

iininanufactupai. 

10, .Jewellery not. coniaininu I’n-eiou.s 

Stones from or to Manufacturers 
or Factors. t* 

11, Watches. 

12, Gold and Silver Flatr. 

13, Hand-made Lace. 

I t. Ent^ravings. 

15. Trinkets. 

10. Bank Notes. ’ ■’ 

17. Title Deeds. 

18. Writings. , 

li). Bills of Exehange, , 

20. Orders, Notes, or Seeurities for pay- 
ment of money . English or Foreign. 


C1..VSS H. , 

1. Glass of all kiiuls, e.vccpt as named 
i!i Class IV. 

CJiiiia from Manufacturer^^ or 
eaetor.‘i. 

3. Pn'cious 8toms, set or unset. 

•t. .lewellery, not from or to Manu- 
facturers or Ka<-tors. 


, (T.aSs 111. 

1. }M<-tures and Caintiugs. 


Glass IV» 

1. "^late Gfas.s (in plates I'.vceedlng 

30 feet superhcial in si/.t‘ each). 

2. Gifjss (stained). 

3. Glass ^ silvered), 

4. Glass (iKMit). 

5. China, (other than from Manii- 

faeturers of Factors). 


Certain goods^’ are accepted for conveyance by Ptissenger 
Train only. 
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SCALES OF CHAKCES. 


! j lu'lw’cen sta- 

; liPtwcon sta- j lions in (Jrcat 
: ■ tioiis in (Jrt'at i r.vitaiii ami in) 

■ Hrilaiti and ia) j Torts in Ireland, 

T.rd vvppn all : Torts in Iroland, j when t he car- 

Stations in (• real, i when the car- ! riaiic laotwccn tlu; 

l)j;< lAUKD V^ALl E. Uritain. inchid- ! riajJtc hc1 wc-cn the | British and Irish 
inu the Isle of : Itritish aint Irish j Torts is partly 

Wietit. Torts is wholly j tiy sea and partly 

: Hiy Sea. hy land. 

(ft) 'riie Mritish ■ (ft) Interior 

Isles. Stations in Ire- 

: land. 




Cl 


CK 

Vh. (Ts. 

Cls. 

Cls.! 

Cls. 1 Cls. 

Cls. 

C] 

, 1 

(4 


Cls. 





- 

:t : 4 

1 

2 ^1 

.d i 4 

; 1 


■ 1 

: 


4 


For 

.S’, 

d. 

d. 


.S-. d. 

ee-. d.i 


■ .s. d . 


d] 

ti. 

d. 

d. 

£2.') 

or Ic.ss in value; 

0 


n c 

1 :i 2 (i 

0 U 

1 ri 

hi 7 ( 

i 1 

2 

d! 

f) 

0 

10 (: 

2() to .£.”j() ,, 1 

0 

(■) 

1 

2 r, i> 

1 c. 

2 ( i 

7 0. 15 f 

■ 2 0 

4 

o! 

10 

0 

20 ( 

51 

„ 75 

(1 

0 

; ' ‘ 

d <)' 7 (•- 

2 d 

4 ( ■ 

11 d; 22 ( 

ij :{ 0' 

() 

oi 

1;5 

t.l 

•SO 0 

470 

,, 500 

5 

0 

■10 0 

25 0,50 0 

15 0 

do o' 

75 o' 1.50 ( 

1:20 0: 

h) 

Oil 00 

0 200 0 

For 

every atUlit ionul 














£2 

) or j>art. tlu*re:of 

0 


: 

1 :r 2 0 

0 0 

I 1 o' 

d !» 7 e 

i! 1 (j; 

- 

o’: 


0 

10 1 


Tlu* al)o\'e eliai'LVS apply irresneeUvc' of tlistain'c. 


No less (:har,i»c‘. than for £2."). Arthdes exceedinji in vahio to he. suhject to 

speeial arraimenient. 'the Company rt'serva's the rieht of inspectin;: all Koods 
when the value and nut lire are declared as ( xeeedinji: illO, to ascertain that The 
articles are in accordance with the declaration, and arc in eood eoiulition, and 
well packed. The (Jonipany also reserves the right of sending a represimtative 
to he present at the uniiacktng of .such articles. In the event of a consignment 
con, listing of more jeackages than one, the value of e.-u-h package nmst he 
di'clareil separately, Imt the ehar.ge. for insurance will he upon the aggregate 
value of the whole niimher of jtackages. Thi‘ packages miisl he. scaleil to tlu' 
satisfaction of tlic clerk in charge of t*'(‘ Elation or lleceiving Otlice at which 
tliey are dclivcrcil for conveyance. 

Goods and Parcels by Passenger Train. -The railway 
companies are corn polled to afford reasonable facilities 
for the expeditious conveyance by jtassenger train of perish- 
able merchandise,” including Milk, BuUer, Cheefie, Cream, 
Eggs, Fish, Fruit, Game, Meal, Poultry, Rabbits, Vegetables 
and Ice, for wdiich special charges are'^lixed, based on a 
classification and scales of rates contained in Part V. of 
the Acts of 1891 and 189^2. 

For general goods and parcels other than those mentioned 
above, conveyanct^ by passenger train is more costly than 
by goods train, but it offerj^ the advantage of greater speed. 
StandareJ Scales of Rates are issued By tbe Clearing House 
under the authority of the Minister of Transport. 
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GENERAL PARCELS SCALE.i 


Weif^ht 

ndt 

exceeding 

Rate. 

1 to 30 
Miles. 

Rote. 

31 to 50 
Miles. 

Rate. 
f>l to 100 
Miles. 

Rate. 

101 to 200 
Miles. 

Rato. 
Above 200 
Miles. 

lbs. 

s. d. 

8. d. 

s. (A 

s, d. 

s. d. 

3 

0 11 

0 11 

0 11 

0 11 

0 11 


1 4 

1 4 

1 4 

1 4 

1 4 

105 

4 1 

8 0 

12 0 

15 11 

20 0 

1 10 

4 1 

8 2 

12 3 

10 4 

20 5 

112 

4 1 

8 2 

12 3 

10 4 

20 5 


AI)ovo 112 lbs. Kales can he obtained at the St alums and. Offices of the Companies. 


OWNER’S RISK SCALE. 

ArrLicAHLE only to ckrtain Perish ahle and othkr Traffics. 


The of ;i General Owner’s Kisk Aj^reeiiiciit, or an Owner’s Risk Consigiunent 

Note, is an iudiapeniiablo coiidition upon which tlvjBe rates are applied. 






># 

Kate. 


Weight. 

Rate. 

RattL 

Rate. ! 

Rate. 

Above 
200 Miles. 

t 

not 

1 to 30 

31 1.0 50 

51 to 100 

101 to 200 i 

(except as 

See . 

exceeding 

Miles. 

• Miles. 

Miles. 

Miles. 

shown >n 
next 
column). 

beloiv. 

0 i 

lbs. 

.9, (/. 

s. d. 

s. d. 

s. d. 

8. d. 

8. d. 

3 

0 0 

0 9 

0 0 

0 0 

0 

0 

0 9 

7 

1 0 

1 0 

1 0 I 

1 0 

1 

0 

1 0 


No cofisignment note in needed for goods sent at the 
General Parcels Rate, l)ut*th(3 sender should sec that he 
gets a receipt. The sender must, however, sign an Owner^s 
^risk note for goods sent at the 0/R scale, to which only 

certain articles included in the official lists apply. 

• 

Exceptional Rates. — In addition to the special rates for 
perishable merchandise, there are Other Exceptional Rates 
at which the contpanies of their own accord accept 'certain 
traffic, e.g. newspapers, returned empties, and goods sent 
at the Loaded Van Scale (for fifty cwts. minimum) applicable 
to luggage in bulk, refreshment^ contractoi-s’ And confec- 
tioners’ vans and coAtents, jiortable theatres, truck-loads 
of plants and flowers, etc. • 

^ The extracts are given ineroiy by way of examples. The 
figures shown aa*e not Chese now in force. Present s.cales may 
be obtained from any parcels oftlce. 


M.T. 
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Extra Charges are made for Fragile Articles such as 
scientijic instruments, glassware, china, etc., and very 
Bulky Articles such as Millinery and Bird Cages. 

Collection and Delivery, within the radius only, are in- 
cluded in the General Parcels Scale. 

Payment of Carriage. All charges for passengers train 
traffic are pre-paid, whereas goods may be sent by merchan- 
dise train “ Carriage Paid ” or Carriage Forward.*' 

Competition. — The railways of the UnitcKl Kingdom have 
been the result of individual enterprise. The companies 
raised their own capital, and their shareholders have not 
all derived great benefit from their iiivest merit. The 
statutory powers ^vhieh were necessary in order to enalile 
the companies to carry out their undertakings did not give 
them a inonojioly of transport for the territory in which 
they operate. IJ}) to 1914 the railway companies competed 
with' each other to a certain extent between centres (such 
as London and Sheffield or Manchester), connected b}^ two 
or more different lines, and each sent representatives to 
canvas the various trading and manufacturing firms for 
traffic. Up to the 14th January, 1920, the companies were 
not permitted to charge more "than the maximum rates 
allowed by statute, but they could charge as little as they 
liked. The actual rates obtaining during the existence of - 
this system were for the most part lower than the maximum 
rates. 

In the past, competing Lonipanios avoided rutliless rate-wars 
by mutual understanding at Railway ConS^^ronces, at ^^tiich 
minimum rates were agi'eed for traffic between points connected 
by alternative routes. Anoclier form of agreement was that 
known as the Pereentage Division of Traffic,” amounting, 
roughly, to a pooling of receipts resulting from traffic over 
competing lines, and the equitable distribution thereof among 
the comiianies operating. 

Government Control. — On the outbreak of war in 1914 
the Government took possession of the railways and canals 
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to facilitate the cnovement oi^ troops and war material, and 
an agreement was made between the Covernment and the 
Railw-ay Companies under which the 1013 Net Receipts 
were guaranteed to the companies. 

• 

Government possession was r(d<ained und(?r the Ministry 
of Transport Act of 1910 until the 15th August, 1021, on 
which date the railways were ‘‘ de-eontrolled,” and the 
guarantee ceased. A composition of claims outstanding 
in respect of Government poss(‘ssion of the railways was 
made in the Railways Act of T 021, where))y the sum of 
£60,000,000 was allocated to the railway eom|)anies to be 
distributed in accordance with tlie provisions of that 
statute. 

Ministry of Transport. — ^The Ministry of Transport Act, 1919, 
provided for the appointment of a Minister of Trans- 
port “ for the purpose of imi)roving the means of, and the 
facilities for, loci^otion and transport.” Refeit>nce.ha« 
been made already to the Rates Advisory Committee of the 
Ministry of Transport. 

The powers of the Admiralty in relation to the doerkyard 
ports, and of the Board of Trade in respect to the appoint- 
ment of members of the Railway and (Janal Commission 
remained, but all powers and duties of other governhient 
departments in relation to 

(a) railways ; 

(h) light railways ; 

(c) tramways ; * 

(d) canals, w-aterw-ays and inland navigations ; 

(e) roads, bridges and feiTiei^, an<l vehicles and traflic thereon 

(inclucling^motor ’buses) ; 

(/) harbours, docks and piers, 

and matters relating thereto, 'were transferred to the 
Minister. The Minister’s authorijiy, also contained in the 
Act, “ to establis*h transport services by land or w^ater,” 
and to purchase privately-owned • waggons, has not been 
exercivsod. * 

n 

The Railwayit Act, •1921. — This statute introduces far- 
reaching changes, includiAg the Re* organization of the 
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Railway System by fusion in%o ‘‘ groups/’ the Regulation 
of the Railways as to working and equipment, the establish- 
ment of a Railway Rates Tribunal, and provision fo)r the 
settlement of disputes as to Wages and Conditions of 
Scrviee, the Interchange of Traffic and the rendering of 
Accounts, Returns and Statistics. 

Grouping of Railways.— With a view to the re-organization 
and more efficient and economical working of the railway 
system of Croat Rritain, provision was madc^ for the forma- 
tion of the railways into four groups, viz. : 

1. Th(^ Southern Croup ; 

2. The Wost(^rn (jlroup ; 

3. Tl\e North Western, Midland and West Scottish Croup ; 

and 

i. The North Eastern, l!]astorn and East Scottish Croup. 

^ Tlie principal railway comj)anies (to be called con- 
stitif'cnt Companies ”) forming each group are to be amalga- 
mated, and other less important companies comprised in the 
same group absorbed by the amalgamated company. The 
schemes of amalgamation and al)Sorption are to be sub- 
mitted to the Minister of Transport on or before the 1st 
January, 1923, and will come into operation on the 1st 
July, 1923, eacli of the four amalgamated companies being 
incorporated under an appropriate name. 

Tims the cojistituent companies of the Soutliorn Group wiJl^ 
bo : Tlie London and South Western; J.ondon, Brighton and 
Soutii Coast ; South J^kustorn, and London, Cliatham and Dover 
Railway Companies; and tho South Eastern and Chatham 
Railway Companies Managing Committee; whereas the sub- 
sidiary companies of tiiat group include the Bridgwater 
Coinpahy, the Isle of Wight Railway Con\pany, the Victoria 
Railway Station and Pimlico Railway Company, and others. 

The dilT('rence between amalgamation and absorption is 
explained on j). 22. 

The Railway Rates Ti^ibunal consists of three permanent 
members, and is a court of record, having an official seal, 
and jurisdiction to deal with any questioas that may bo 
brought before thejoi in regard to the classification of 
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inerohandiso, through rates, group I’ates, tolls ])ayablo l>y 
traders, amounts to })0 allowed for scrviei's or accommo- 
dation not provided, the rcasonabJencss or otherwise of 
any charge or of any conditions as J 30 packing of articles 
liable to be damaged or to cause damage, the articles and 
things that may be conveyed, the constitution of loc^al joint 
committees and their functions and the centres at which 
they are to be established. * 

Litigants may appeal from the rates tiibnnal as tli(\y uiay 
appeal from the Kail way and Canal Commission, but wliero an 
appeal lies the question will bo d»];termined, wlulher by th<‘ 
court of appeal or by the Ck'iurt of Session, in acH'ordanci; with 
the general rules mad© under the Railways* Act. 

The permanent members of tlic rates tribunal are 
appoiut(5d by Ilis Majesty on the joint recommendat ion of 
the Lord CTiancelJor, the President of the Botvrd ^)f Trade; 
and tlie Minister of Transport. One must be a person of 
experience in commercial affairs, one a person of cx[)erienc(‘ 
in railway business, and one, w'ho shall he tlic i^resident, 
must be an experienced lawyer. 


CANALS. 

Tolls. — .Like tlie railways, tlic canal cojiipanics were 
^originally authorized by their special stat\it('s to cliargi*. 
certain maximum Conveyance Kates and Terminals, and in 
addition were allowed to levy cliarges kuown as “ Tulls ” 
for the use of the Canal, inehidipg raters for corneyanci' 
and wharfage. ^ 

Government Control. — The GoyernmeriC guarantee of net 
receipts to canal companies came into operation^ in the case 
of the principal non-railway ownf^d canals in England and 
Ireland, on 1st ]\Iargfi, 1917, and ceased on ‘list August, 
1920. 

• m 

Revised Rates.-x-The increases which have taken place 
in respect of fS nuinb^^r of Canals anjd Inland Navigations 
have been directed individually, and arc not covered by a 
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common notice sucli an tiiose wJiich wefe issued by the 
(deariug House on behalf of the Railways. Soon after the 
creation of the Ministry of Transport forty-six inland'navi- 
gations, of which seve/iteen were owned by railways, made 
ap[)li(?ation and were directed to increase their charges by 
amounts ranging from 100% to 150%. The increases 
directed applied to the rates, tolls, dues and charges m 
operaiioti on the 3Ls*/ July, 1020, irT‘(\spective of whether 
these were up to the maximum or otherwise. 


Kxmu rsK 7. 

1. Write a sliort e.ssay on the development of railway and 
eanal transport in the United Kingdom. 

2. Why aie railway and canal companies known as slatu- 
tyrry ” or ‘'public utility'’ companies ? State in gcaieral 
tqrm.^ thek’ statutory rights and obJigations.i 

3. Kxplaiii t}if‘ nature and functioirs of (a) the Railway and 
Canal Commission, and (6) the Railway (1(Ni)‘ing House. 

4 . Why do trathc rates differ (a) for different kinds of 
merchandise, and (h) for different routes ? And to what 
extent does coin|)etitioii exist, or has it existed between the 

various railway companies ? 

^ 0 

5. How are railway and canal rates fixed ? 

6 . Of what use is the Railway Classification of ( loods, and 
where may it lie obtained ? I'iX plain how a goods trafTic rat<U 
may be cliecked. What is tlie meaning of the letters x,” 

“ y,” and “ z ” in the general crassitication ? 

7. (a) I take a ]iarcel to the Great Western Railway 

Receiving Ofhere for carriage to Wolvx*rhamptou. The clerk 
asks me whether 1 will have it forwarded' O/R. or C/R. 1 
eiKpiire if there is ftiiy differenc;e in the rate, pud am told that 
the rate C/R. is C)S. Sd., against 3.*?. 2d. O/R. I decide to 
forward it O/ R. and sign ^ a consignment note accordingly. 
What do C/R. and O/R. mean respectively; and why should 
I be cliarged loss in the ope case than in the other. What is 
a consignment note, and why am I asked to sign one in this 
case ? ' (S.A.cc.lT.) 

(^) ^''here are several different forms qf consignment note in 
use for gehoT'al merchandise trafiiOj^ Describe their uses, and 
show exactly in what rovspoct their conditions differ. 
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8. Supposing tJiat you lisidVo .soiul u. paruol of silvio- plato 

to a coii,signe(> sonio distaiico away, arid that tlie only iiit’ans 
at your disposal was tho railway, what spocial ))recantioiis 
would’ you tako when you haiidod the parcel to ti»o railway 
coinpany, and why ? (S.A.ccJ l. ) 

9. State precisely (a) why some consignments are made by 
goods train and soiik^ by passenger train, and (h) what special 
ruU‘S apply to conveyance of goo<ls by passenger t rain. 

10. What object may be served by “ bulking ” goods for 
conveyance by merchandise train ? Give two examf^les. 

11. Describe the functions of (4) tho Ministry of Tians[>ort, 
and (6) the Railway Rat*)s 4'ribunal. 

12. Make out a statement of acc<nmt rendertMl l>y the Dart. 
Motor Co., Limited, of Bristol, to Mr. .lohn .lackson. High 
Street Garage, iilxeter. for goods supplied as follows : 

Mar<;h 3, £17 6 8; March 14, £12 *2 0; 

March 17, 3 14 2; March 20, 21 dO 4. (D.C.C.ll.) 

13. Referring to the preceding qiiestimi, Mr. Jackson 
deducts March 17yi item, the goods having been jceturned,* 
aiul pays for t he remainder by <;hectue on the W'estern (k)uifties*’’ 
Bank, less 2),% discount. Draw tlio form of (diecpie. 

(D.(‘.(J.II.) 

14. Write a letter as from tl\e Dart Motor Co., Limited, 

acknowledging Mr. Jackson’s che<|ue, aial rer| nesting ^lat 
(uiquiries should be made about (he goods returiuMl, whitJi the 
railway comf)aiiy has not d^diverecl ; state that wIkmi they 
an ive in good condition a credit note and formal receipt'shall 
be sent . • ( D . C . C .11.) 
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SEA TRANSPORT. 

British Shipping. — What the locomotive has done on land 
the steamboat has effected by sea. As early as 1788 
attempts had been made iw Scotland to propel a vessel by 
steam ; but the first effective steamboats were the Clermont, 
built by Fulton, an American, in 1807, and the Cotnet, 
launched by Henry BelJ, of Glasgow, in 1808. The new 
means of transit opened a new era in the history of nations 
and the possibilities of political life ; and to no country 
was the event of greater importance than to Great Britain, 
^itlj hercsland colonies rising up in all pa^ds of the Avorld.^ 

It is not difficult to realize that Britain's greatness is 
due to, and depends upon her command of the seas. 
Abundant natural resources in coal and iron have enabled 
her 'to construct and fuel a large fleet of merchant vessels, 
and whereas her insular position makes her dependent upon 
imports for food and raw materials, her minerals and manu- 
factures provide the necessary outward cargoes for return 
journeys. The following statement shows the tonnage of"^ 
merchant ships of 100 tons gross and upwards belonging to 
the chief maritime nations in July, 1014, and July, 1920 ; 



July, 11)14 

July, 1920 

United Kini^doin (excluding British 

(tons). ^ 

(tons). 

Overseas Possetsions) - 

10,256,760 . 

18,330,424 

British I'hnnin* - . < - 

21,045,040 

20,582,0.52 

United States - - - - 

5,668,104 

16,049,289 

France * - - - * - 

2,619,468 

3,245,194 

Germany 

5,450,206. 

672,677 

Italy 

1,668,206 

2,242,393 

Japan (excluding sailing vcf.sels) 

1,70§,686 

2,995,878 

Netlierlands 

1,496,455 

1,793,306 

Norway 

2.504,722 ^ 

2,219,388 

lUissla 

1,056,818 

534,547 

Sweden 

1,138,0^1 
49,089,552 ** 

1,072,925 

World’s total - ^ - 

57,314,065 


^ An Advanced History of Engtandy by Cyril Ransome 
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The oxtension*of the empire concpic'st ajid eoloni.sai ion 
has been a natural result of the development of Britain’s 
comnfercc with foreign lands, and has provided at the same 
time a firm l)asi.s for further aetivit}'.^ At the present tinu^ 
many foreign eoiintries are almost as dependent upon 
Ihitish shipping as Britain itself. 

Sailing Ships. — Eew new Sailing Ships are built nowadays, 
because the increased eflicicncy of steam vessels Itas made 
it difficult to obtain adetpiate i^ites of freight for slow and 
uncertain transport, •l^ow speed, raoreover, means small 
revenue to the owner on capital invested, as compared with 
the earning power of steamers making say three times as 
many voyages in the same time. 

• 

Sailing vessels generally sail with fuU cargoes, as they are 
not so easily got in and out of port as steamers. Tliey ari^ 
preferred for tlie* training of apprentice's, who cJln obtavi * 
better positions with the Square Riqqed Oerlljiaite than if 
they liavo had c.xpeilenco only in steamers. 

Motor Ships possess the advantage that their internal 
combustion engines talce up less space than steam engines 
and boilers. .Petroleum fuel also takes up less space than 
Goal, and .the filling of the oil tanks is more convenient and 
talcos less time than bunkering. Many sttuim vessels use 
oil fuel instead of coal. 

Steam shipping may be divided into four main groups : 
Mail boats, cargo liners, tramp and coasting ships. 

Mail Packets.~The big mail boats are devoted mostly to 
postal and passenger service, speed and cpinfort being their 
outstanding features. Tlio giint transatlantic steamers 
carry practically no cargo, andifreight rates Ijy the mail 
lines are so high as fo exclude all but valuable goods. 

Some of the 'biggest liner companies of the world are* 
subsidized by thjir governments, who thereby encourage 
fast mail services, fl^nd secure a reserve fleet of ^merchant 
cruisers and transport ships for war. > 
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Cargo Liners are advertised by their owners to make 
regular sailings with passtnigers and cargo, between certain 
points, and touching at certain ports. They are coinirionly 
known as berth ships, because they sail from “berths ” or moor- 
ing places reserved for them at their regular ports of call. 

Cargo liiK^rs invariably sail as general ships, i.e. they are 
not hired by senders of goods by them ; they just load what 
they can«at each port-. “ First come is first served,” and 
goods sent dow^n to the docks too late for shipment are 
“ shut out,” and have to wait for the next boat. 

The cargo business is more profitable than the passenger 
traffic, and regular shippers (i.e. senders of goods) receive 
sailing cards from the various lines, showing probable dates 
of departure, agenW name and docks to wiiich goods should 
be sent for shipment, and closing dates. 

■ ./rhp liner rates of freight are higher tha/i those asked by 
shipowners who have not a regular service to maintain. 
On the other hand, shippers by the regular lines have the 
benefit of regular sailings and steady freight charges, which 
are tiie same for everybody, and do not put any one shipper 
in a w^orse position than his coruj^ietitors. 

If an exporter has a very large shipment to make (e.g. a 
steam boiler, a locomotive, or say 500 tons of rails), he may 
obtain a special freight quotation, and make arrangements 
with the owners or their agents bo reserve space for his goods. 

Tramp Steamers are so called because their owners send 
them wandering anywhere in the world that attractive 
freights may be offered. The development of telegraphic 
communication, and the establishment of reliable ship- 
brokers and agents at all principal ports of the world, have 

made this class of business what it could neVer have become 

« 

without such aids. Froni their offices in London or Liver- 
pool owners are enabled to watch the frejglit market from 
day to day, receiving cable reports from liheu* agents over- 
seas, and to place contracts and divert their steamers at a 
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inonient’.s notice. Tramps form pro])ably tliree-quarters 
of the world’s shipping. They do not cater for passengers. 

Unlike the berth sliips, tramp steamers have no fixed 
scale of freight charges. They occasionally sail with 
general cargoes, but their owners usually let them out on 
hire or “ charter,” either (a) to merchants, usually on 
** voyage charter,” or (h) to other shipping companies, on 

time c^iarter,” for use as tramps or to augment their 
regular services. Some firms, having no vessels of their 
own, run general cargo services with steamers they have 
hired in this way. 

The Regular Coastal Services are worked in the same way 
as other berth ships, and most of them take passengers too. 

General Cargo T*’affic.-"Since “ general ” ships are not 
hired by shippers, and their owners do not guarantee to 
If ;key, any*’ goods for which they have n(^i accommodation, 
there can be no contract between owner and shi|)per until 
the latter’s merchaiidise is on board the ship, ^fhe contract 
comes into being from the moment the goods are put on 
board, and is then embodied in a document called a 

Bill of Lading (R/L), which serves three distinct purposes, 
viz. : ' 

1. Evidence of shipment ; 

2. A contract of Affreightment ; and 

3. A document of title to the goods. 

« 

It is signed by tlic owners, or by their agents or ship- 
brokers at the 0014 of siiipmeht, or bv the captain of the 
ship. 

% ^ 

The contract of affreightment holds good as between the 
owners and ‘anyone who may become entitled to the bill of 
lading, not only the shippers. Diffta’enf forms are used 
for trade wdth the Balvic, the Far, East, Australia, S. 
America, etc., but the conditions applying to each route 
are standardized to a great (?xf ent at Shi]|ping Conferences, 
and adopted by most of the shipping co*rhpanids. The clauses 
of the B/L-here reproduced (IiYg. 6) should be carefully 
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read and unden^tood, in corij unction with Avhat was said 
on p. 165 regarding the shipowner’s liability at common 
law and under the Merchant Shipping Act, 1894. See 
also p. 227. 

If a consignee is named (as in the clani])le), the consignee 
becomes entitled to the goods, subject, however, to the 
consignor’s right of stoppage in tra/nsUu} Frequently Bs/ L 

are made out “ unto Order 

in which case the ownershij) of the goods remains the 
consignor’s for the time being, and he must endorse the 
bill before sending it out, to enable the consignee to get 
delivery. 

Anyone entitled to the goods may by endorsement 
authorize another person to use it. Eivdorsimient may be 
in blank, consisting of the endorser’s signature only, or 
to Order, in Avhicly case the words : “ Deliver to. order oi 
Messrs, . . will precede the signature, and the transferee 
must himself endorse to obtain delivery or to transfer it. 
The person entitled to the goods is always required to 
sign. 

A B/L is a document of title, and it partakes of the nature of 
negotiable instruments - in x-hat by assignment of the B/L : 

(1) the property in the goods j^asses to the consignee, subject 
'Tmly to the seller’s right of stoppage in transihi, and 

(2) the consignee acquires all rights of suit {e.g. to claim 
against the shipoAvners for shoi-t delivery, etc.) and liabilities 
(e,g. to pay freight duo on arrival) as if the contract con- 
tained in the B/L^Jiad been made Avith himseK. 

Moreover, when once the consignee has endorsed and 
delivered a bill of lading for value to a thirdt^party, who 
took it in good faith, the shipper’s right of stoppage in 
transitu is gone; but, a thief, or a person who found a B/L, 
could confer no lights in it to anyone. 

... 

^ See Principles a^ui Practice of Bp.sinessy p, 286. 

“See p. 241. * • 
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Freight Rates. — When a liner company m asked to quote 
a rate of freight, the rate clerk consults the company’s 
tariff, which shows a varying scale of charges for each class 
of goods between various ports. British shipping companies 
classify goods for export into five classes ; 1,2, 3, 4, and 
Special. Class 1 is the highest of the first four, and the 
special class (including Acids , on deck, Cement, Coke, Guns, 
Jeweller ]f\ Quinine, Watches, etc.) is reseiwed for extra 
bulky goods, heavy lifts, % dangerous, precious or other 
special goods taken only by special arrangement before 
shipment, and for which special rates are quoted. 

Heavy goods (e.g. plates, rails, etc.) arc charged per 
ton deadweight (d/wj, whereas lighter and more bulky mer- 
chandise is quoted for at a rate per ton measurement. For 
some goods the (j notation is wt. or meast., ship's option, whicli 
Kacaps that the shipowners reserve th^ right to reckon 
their charge either way — whichever may result more 
profitably to themselves. The measurement ton is usually 
40 e. ft. for steamer traffic. Thus : 0 Cases each 

5 ft. 0 in. X 3 ft. 4 in. x 2 ft. 6 in. 

weigUing 1 ton 17 cwt. 3 qr. at^20.S‘. per ton wt. or meast., 
ship’s option, would 1)0 chargiMi : 

On the measwement 

92| cub. it. at 20^. yjcr 40 (Mib. ft. - - £2 1 3 

• because 

On the dexidiveiyht 

1-17-3-0 at 20.f. per ton^of 20 cwt. 
owners would only get - ^ - - - 117 9 

• 

If the average bulk of the cargo doe/; not exceed 40 c. ft. 
the steamer is weighed *down approximately to load-line 
Ibefore the holds are full, ^and the owuer can earn full 
freight for every ton ^of the ship's dfw ^ariying capacity. 
But if all • goods were chargefl on the deadweight he 
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would stand to *1080 by the holds being filled up with 
light stuff. 

The ineaflun^ineut ton is usually 40 c. ft., but not always ; 
for sailing ships it is usually 50 c. ft. lij^von on the weiglit, tho 
freight ton is not always 20 cwt. ; c.g. on the Karachi scale 
basis grain and seeds are eliarged for on a “ grading ” of 
from 13-18 cwt. Wheat is eliarged for per quarter of 380 lbs.. 
Maize per quarter of 250 lbs., American cereals per l^ushel of 
60 lbs., Timber per xStandard of 165 ft., (dc. 

't 

Usually freight quotations consist of a rate plus a per- 
centage of tho rate, e.g. “ 67/6 per ton nicast. plus 10%.’' 
Tho extra is known as primage, and was fonnerly considercHl 
either as a gratuity to the captain or a fee’ for the use of the 
ship’s tackle. It is now nothing more than a part of the 
freight. If the rate wore quoted “ 67/6 per ton ineast. 
plus 10% less 5%;%” the deduction (amounting to ♦half .the, 
primage) might represent discount allowx^d on pa 3 nnent of 
the freight, or a “ deferred rebate ” (r/.??.). Or a deferred 
rebate might be allowed as w^ell as discount. 

Shipping Rings. — Most European cargo lines combine* in 
order to eliminate competition. Uniform bills of lading 
and rate.s of freight are agreed at Conferences, one for' the 
Indian trade, another for the Australian, and so on. 
'Members of tlie “ ring ” offer deferred rebates (payable 
quarterly or half-yearly) to shippers who undertake not to 
ship any goods over a certain route ])y “ outside ” steamers. 
When the rebate is due, a list of shipments with a declara- 
tion to this effect lifts to be signed by the shipper. Few are 
inclined to risk losing their rebate for the sake of an occa- 
sional offer by owners of a ch^ap vessel outside the 
ring. ’ 

A secret rebate is nothing more tha*n an exceptional rebate 
granted to particularly desirable shippers, but not offered 
to other merchants.^ * » ’ . 

Payment of Freight, — As* a general rule freight for goods 
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carried by British ships is payable at tiie home ports, 
exporters in this country paying freight in advance and 
importers paying it on arrival. However, the freight on 
outward cargoes is frequently payable on arrival, and all 
perishable goods liav^ to pay freight in advance. 

Advanced freight is due on departure of the ship, and if 
not paid can be recovered by the owners, even if the ship 
is lost. ^Tf freight is ijayable on arrival, and the vessel is 
unable to complete her yoyago, the shi 2 )o wrier is not 
entitled by English law to claim anything. But in most 
foreign countries shippers must pay freight pro rata for 
the part of the distance completed. 

The Wharfinger. — At the home port the sliip’s business 
is entrusted to tire superintendent in cliarge of the ship- 
owner’s Doclc OHicc, if there is one, or to a Wharfinger 
^j^ctyig afj the shijiowner’s agent. The ^wharfinger’s main 
business is to attemd to the discharging and loading of the 
company’s vessels, and see that tlie r(?gulations are complied 
with. 

The Ship Broker. — In foreign ports the owners appoint 
agents called Ship Brokers to do the ship’s local business. 
The 'broker’s services €?xtend to berthing and victualling 
the ship, engaging and paying the crew, arranging chai'tors, 
and acting generally as agents for the owners in the ship’? 
business at the port. • 

Discharging of Cargo. — On the arrival of a steamer at the 
berth, the wharfinger receives a copy of the ship’s Manifest 
or Cargo List, enters the contents in hfs Delivery Book, and 
arranges for the packages» to be counted or tallied ” as 
they are discharged from^the vessel. 

Meanwhile the importer must pres(5nt his B/L at the office 
of the shipping compafiy, who havo a 'particular lien on 
' the goods named therein until freight op other charges due 
on arrival have been paid.' On payrrfent of the freight 
account the shipping companj^ hand to the importer a 
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Tt^lt'.phono ><(). 
Avcmu^ 000 . 


MATP’S RlC(!KrPT. 




Proprii'lorH ; 
H. Welikk. 
W Typmav. 


«am. w.ioli.i.;h & co., 

Pickwick B^iildiiigs, Harj) 

London, 1 !)2.... 

K.o. :{. 

To tl)o CffiKii' OfrFiCF-K on board the 

Docks. 

Rkckived from 

in good order and (H)ndijion. Lli<^ following packages, 

fur sliipincni to 

Barge 


Tflcphoiu'. No. 
Avt’MIK' (lOO. 


l*ropri<‘1ors 
S. W KM, Eli. 
r. TliPMAN. 


sim>vix<! xo'ri-;. • 

i""''' sam. wkmjcp, a co.. 


Pif'kwiek Buildings, Harp I.aiu*, 

London. 11)2.... 

]■:.(*. 

To tlie PifiEF Officfii on l)oard Hie 

Docks. 

•. 

Please receive from 

in good oi'dio' and condition. Hie following | packages, 

for shipnicnt to 

ox Barge 


Miuks^. 


.Vos. 


Total. 






KN1\S. 


Chief Officer, 


Fig. Shipping Note anh MAwa's Receipt. 


M.T. 


0 
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Delivery Order addrosscd to the wliarhnger/ authorizing the 
latter to release the goods. 


THE ANONYME S'l'EAMSHIP COY., l/ri). 
To Hio MASTi<rR Pouter, 

Dock, 

Liverpool. 

PIojAjo delivT!!' to M 

the following goods, ex .s.s. ” at 


Murks. 


Nos, 


()csnip<{oii Mild (‘oiitcnts of Piickas^os. 


' The Anonvme Steamshh’ Cov., JiTj>. 



Fig. S. Shiiting (‘OMrAi^Y’s OemviVry Ordeu. 


If dcliVTTy is to b(‘ takt'U in barges or' lighters the shipping 
company usually stamp on tJie back of the bill of lading 
a j|,nt‘ssage called a Freight Release addressed to th(^ (diief 
officer in eliar'ge of tlu^ vi^ssiT 'Lhen tlie released l>ill of 
ladir.g, which takes tlie j)]ace of a D/0, is returned to the 
importer , who giv(‘S it to the LightiTmen (mtr'usted to tak(‘ 
delivery over the ship's side. « 

London, PL... 

To the C'UTEF Offuteic on I ward the s.s. “ 

from 

Please deliver tlie williir.. mentioned gooils, taking a receipts 
of Marlis, Numbers, and Qiiaiility as speeitied. 

All charges to Consigiieos’ account. 

Subject to safe arrival in Dock. 

The Anonyme Steamship Coy., Ltp., 

........... 


Fm. <».— FRKrciHr Rei^eark. 
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So far as go<»ds landed at the l)erth are concerned, 
importers apply to the Wharfinger for delivery of tlieir 
goods. The Wharfinger grants delivery only in exchange 
for the released Rs/L or D/Os issued by the office, and it 
is his responsibilit}^ to see that no gohds are released until 
they have been examined and passiMl ])y thf‘ (kistoms 
officers, as illegal delivery would render tlie shipping 
company liable to a lieavy penalty. 

Lost Bill of Lading. If a R/L shouhl b(‘ lost, or the shif) 

arrive before the documents, tlie slnpping company will 
nevertludcss deliver the goods, provided consignees give 
the company a letter indemnifying thc^ company against any 
demands tiuit may afterwards be. made by aiiy pei'son 
j)resenting a I^/L or otherwise claiming delivery of the goods. 
This letter of indemnity should be signed by the eonsignee's 
bankers as surety. If surety is giva^ii ou a. se|)arate siuuvt 
it must have a separate (k/. stam]), in addition to tlw^ (k/ • 
stamp ro(j Hired for*tlK‘ indemnity. 

Shipment. Merebaudise to })e loaded from the fjuayside 

may be addressed to the shipping (!om])any's Dock Offif^e, 
or to the Wharfinger in charge of the loading vessel, oi’^to 
the Dock (Jompany for cotivcyanee to the do(dv and slied 
at which the loading ship is Ina-thed. 

(foods arriving at the shod for shipmejit are checked 
with st‘i)d(*rs’ delivery notes Ishipping notes], o?i winch the 
Wharfinger makes a special remark for any ])aekages missing 
or damaged, entering the true*[)articulars in Iris Shipping Book. 
From the particulars contained in the Shipping Rook the 
Wharfinger prepares a Cargo Sheet, wfiicdr is stmt to th(> office* 
to enable the shipf>ing company to cheeky tht^ 1:5s/Ij befort> 
signing them. The Wharfingtir has to see that all goods 
are ])roperly marked, to arrange with tlie stevedon? for tlie 
loading of the vesSel, and to liavt* the pacli ages “ tallied ” 
as they are lowei’ed mi^o the ship’s hdlds. Any disoropanoies 
are noted on the (^argo Sheet, e.a. : 

“ 5 C/s missing,^; 

“ 2 b/s broken,” ^ 

“ 12 C/s in dispute, wull be delivered if on board. 
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Jf the loading m to take place from lighters, the goods are 
entrnstod to a Lighterage Company with a 81vi|)ping Note (S/N) 
addressed to the (diief officer in charge of the shi]), who signs 
a Mate’s Receipt (M/R) in acknowledgment of sliipment. In 
tlie example shown in Pig. 7 the 8/N and M/U are ])rinted 
together, oiu* being a duplicate of the otluvr. When the 
doid)le document is presented, the chief officer signs tht^ M/R, 
tears it IvfT and ndairns it to the lightermen. If it (‘ontains 
any remarks regarding damaged or missing paekagevs it 
is (tailed a “ qualified or foul receipt.” (Jthenvise it is 
a clean receipt.” Fh(‘ sigmal mate’s nu-eipt is handed to 
the ship])ing (‘ompany in exchange for tlu* sigmMl bills of 
lading. 

Preparation of Bills of Lading, The Bs/L arc usually 
prepared by a clc'ik in the ('X|)ortcr’s office^ who inserts tlu' 
(port man.:s and nund)ers of tiie easi's o?; bales, etc., in the 
margin, and sometinu's adds a calculation of the freight, 
though the latter is geuerally done by the shipjiing 
company. 

The B/L forms are ol)tained at a commc^i'cial stationers 
or at the office of th(' shi^vping eom])aiiy, and arv. usually 
pre])ared in tln-ee or four (?opit‘S. All but om^ of the 
c()[)ies are (‘nd)ossed with the (k/. Inland Rtwnmue stamj) 
duty. ^ 

The Bs/L are now^ taken to the shipping com }>any’s office, 
together with the wliarfinger’s ix'ceipt, or the mate’s receipt 
if there is one. Any remarks on the C 'argo Sheet whicli the 
shij)j)ing company lias received from the doek office, or 
on the mate’s reGeif)t, art‘. of course copied on to the B/L, 
which, like the M/R, will thus be either clean or qualified. 
The stamped Bs/L are then returned to the export-er duly 
signed, and the unstampeid copy retainexl hy the shipping 
company. 

The shipper usually sends two sftianVped copies to con- 
signees, (nther (a) directly, say bne by mail and another by 
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carrying steamcp or perhaps 
by another mail ronte, or 
(h) indirectly, tfi rough the 
l^ank employed ljy tlie ])ar‘- 
ties to ])ay for or collect tlui 
money for the documents.^ 

In due course shij)])ers 
receive ari invoice from tlu' 
shi|)ping company, (‘ailed a 
Freight Account (Fig. 10). 

Indemnity for Clean B/L.- 
VVhere goods iiave not 
put on boai*d in p(U*fect 
condition, shi])])ers may 
ncverthel(\ss get a ch'an l)ill 
of lading from the shi})[)ing 
company, by sign i fig a letter 
of indcannity protecting tlie 
company against any claims 
the consignees may make 
against tliem. I>y this 
means shippers avoid the 
iTieonvenienee that would 
I'esult if the consignee's re- 
fused to a(;c(>pt a ([ualiiied 
n/L, or if tliey made a h(>a vy 
claim, the justka? of which 
would be dithcult to dispute* 
from a distance, flaving a. 
elean bill of lading, con- 
signees will clainT for any 
damage or shori delivaay 
against the sliipping com- • 
pany or their agent. 

Charter Traffic. — Whereas 
for general cargo* trafllc the 
(Jontract of Affriigliitiment 

^ See chap. VI. 
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is en> bodied in a B/Ij and executed after ^shipment, where 
the slnpper hires or “charters’’ a vess(‘l or ])ati of her the 
coil tract is contained in a 

©tjarter 3?actit LONDON 19 

If Is tl>ts dap miliuallp aar<<d bawccn 

lor and tm brlialf ol the owner ot the kockI Ship ot V'esscl railed the 

nf li e rni aiureiuent of l oni. dear] weight or tlieieahouls. rtow 

and of MerrhanH. 

Thai thr said Ship Ijeing tight, stauih h nnd strong, and every way fitted for Ihr Voyage, sJiaJl with all 
roiivrnient speed. s;til and prrK'eid to 

or so neat tlitreunto as she. may safely get. and tlieic load liom the. Charterer* 
about *' 


■s 

I 



'a 

I « 

^ T) 

! i 



to be hfoughl to and taken from alongside, free of risk and expense lo the ship,' not enrerding 
what she I an reasonably stssw and c.itry over and above her taeklr, Appaicl, I’tovisions and Kninilnre 
and hetng so loaded shall theiewith ptuseed to 


or so near theicunto as she may .safely gel, and thcie deliver iho same on being paid height at 
Jollow* ; ), 


in full of III! Port Charges anti I’ilotage. (The Aet of God. jirnls <d itii; si-a. fiir 'in brtanl, in hulk, on' Ciafl 
nr on sh'iii-. I'.nt-nrv «( thr Mastrt ..nil Crew, cnrmi<.s, pirates eml lhievc'V.rrr'.sis .iniJ msir.sinU of pnniTs, iiilsis unit 
prnpir, o.illi-Mii'., tlrsnilinii, anti olliei ao.ntrnlM.t n.svij'ation e'rn ithrn odjisioncd liy neKhRencr, (Irfaiill nr 

tl.ini.iiji' animi; ri.iin esplOMi.ins, tiuis'iiiR ot l.t'iltis, l.i.'-ikaKr -it sli.tlts. oi any lalriit .trlx I-, in llie markinmy ol hull, 
ii'jl n-siillirni Jt'ini w.iiil •>( due. ailiRcnsr liv the. Owucis <>l (hr Ship. ..f miv ->1 IhMIi. or hy ihi-. Stiip's lliisliuiid nr 
Man.si:rf ) fli.ii If rers not answernhle lor nny |ii;Rlij;rntT, di-fault m ritni lO |inlj:niml nl riiminfis iM .Slrvedores 
employed m loading oi rjischaii'ing thf C tri;.< 

The ship lias lifieity to ckII at any (ic.rt-.. in any order, lo ',ail willioul pilots, ir^ tow .ind assist vessels 
in distrcs;. and to duviafr' frsr the purpose of saving life or prop-e/ty I he Captain to have an absolute 
lien on the ( argo for all freight, dead fieighl and demurrage. 

The Freight to lie p.nid on nnlo.iding and right delivery of the C'aigo. 

To lo.Tft.'is f.ist as Ship and/or silos will deliver. 

TJie iH-cessiiry (-i»h lor the Ship’s ordinary disbuiseiiients tsi f>e. advanerd h) Shippers at port of Irtading 
on usual terms .i. days to be allowed tlie said Merchants 

^if the 'ihip IS not sooner dispnii lied) for loading ard diM-haiging 
rill! Ship to address to Chaiirrers' .Agenis at Port ol dist hargA paying romini.ssion. 

And days on Demurrage over and alwve the said laying dajn at Pounds per d«^ 

Penalty for non-pfifrvimance of this rAgrrement estimated amount of Freight 

The, IJiohetage at ^jper cent hy the. ship, on the amount of Fteighl, Ptimage anij 

Dr.fiuurage. is due on signrneiil of ihis Charter-Party and (layablc lo 
Not liable for Strikes or combinalioo of wotkinm 


fVilne»» to tfci Signutuf* »f 


Witn*t» to tki Stg%atur* of 

ViWnO he Cvk. Tdwc. B Haro Lua LC- > Tol. Cmu «1 /(kyij 

Fig. 11.-— CiiARTKJi Party. 

Charter Party (C/P), which may b6‘c^eci^tcd long before 
the ship OF cargo is ready. This document (Fig. 11) must 
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bear a (k/. 1. 11. ^arup (adlie«ivo ta* cnil)osse(l), and is sigr^'d 
by (a) tile charterer, and (/>) the owiica* or his aceredit(*d 
agt>nt, e./j. tlie shipbrokei’ arranging tln^ business. 

A Voyage Charter may give the shipper the right to sliij) 
a full (Uirgo (using all tiic eargo :#paee) or })art (rj/. a 
deekload) or a eertain (piantity (say “ llOO/llOO tons Oran 
to Gars ton Doek ’). 

The Freight may la^ cliarged in a lump-sum, i^egardless 
of liow much eargo can be got (>n board, or per ton, thc^ latter 
arrangement being safer for the shipj:>er if he do(\s not know 
by (Experience? exactly Ijow much tire sliip is eaj)al)l(? of 
carryiiig. On the otlie?- hand, if tlu^ ship is (?hart(?r‘i'd on a 
per ton I’ate, and the shipper fails to lill her up, he may 
b(? e.alled u|)on to jiay dead freight to ipake up an agr(?ed 
minimum load. 

Shipp(,a's are ahowed a eertain number of laj^-days fof 
loading and unloading. 'rh(?y are charged demurrage if 
the ship is detained, but are entitU'd to a reward call(?d 
dispatch money if they can get lier away before' the stipulat(?d 
time. 'Jame gained in unloading may be set oiT ag^^inst 

time lost in loading, and vicr versa . 

% 

Where imjiorters (?liart('r a whok? vt?ssc'l a bill of fading 
is not absrdutely nec(?s.sary, but it is found (?onv(*nient to 
*have one to rc'cord tlie (juantity put on board, freiglit [)aid 
(ja account, captain’s remarks, and gen(‘rally to facilitate 
transfer of tU(> goods. 

in a few eases a bill of lading is combined with tlie (J/P 
in on<3 document. 

Time Charters’. — Whether a ship be Hired for a voyage 
or for a period of time the owners usually i^tain control 
of the vessel, manning, victualling, bunkering and main- 
taining her. The gwners also jicovide all necessary gear 
for handling cafgo. If passengers are taken the chartereri^ 
pay the owneJ|;^s per pafiSsemger per diem. 

For a time charter froiglit is usually agrcc.d upon at a 
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rate per ton of the d/w carrying capacity of the vessel, 
without regard to the quantity conveyed. 

The Freight Market. — Charter rates, unlike tarilT rates, 
are a matter for separates bargaining, the charges being 
high or low at;cording to the supply of and demand for 
tonnage in the market. Tlu‘ nature of the cargo is men- 
tioned in the voyage C/P, but this is practically Lmmatcnial 
to ownens, and has no influenee on rates. 

Freight 3Iarket Hi port from daily pre>^,i : 

LO.N 1 )() x FiuniniTS. 

Th.', liivrr IM.ih: s«m‘1Ioii shows only iiMMlrr.m.' Intcrcsf in hrjivy jiiiiin, 
nml rates ioc SMppoiiril wit h dinifult y. Stpaiu<;rs ni>-rjv(*r loiuliii^ April 
ar(' qiiolad (vl. (o IJ.K. -Continent, with Mediterranean options id, 

-.S'. (></. extrii, wliile, <,‘liiipe<l oiits front Ualtia lUanea, worMi pronii>1 , 
wit h usual options. X it, rat e front t he wt'st eo;tst of South A ntin'icit moves 
off slowly, but riitv.s ste.'idy to Uitited Slides and Euro[>e. Coats 
X'ortlieiTi Stiites to ilotterdani (piiet, at .iid.?'*, l<'rt'neh Alliinlje 
to .‘i>4.r>U, Miir.seiiles ^r), West Italy S.5.2r> to S.'*. .'»(), iitul Kio |ier ton. 

Tiiulter dull and tendency of ndes weak, while there is no new feidure 
" respeeUng <‘otton. ease oil, and general cargoes. Boiy bay on dead-weiglit- 
«■ nidicatVs 22^’. (id. ami Karitehi soitle basis 20>.'. to 1; .K .-Contiiuuit. 

.More distant iiorts attraet, but little ttoliee, wliile Anslridiaii griiiu 
rules steady id til.s'. dd. to U.K .-Continent Apvil-May shlpinenl. 
.Vlediterramaui iiiid )>iiy ports ly sti-itily lor ore, while fruit fron 
South Spiun moves off at dd-s-. pe .10(1 cubic feet, 'rime charter d(dl, wit h 
(i.v, (id. the nearest Vidue of fidrl large, steamers for six months’ trading, 
Outward coal markids genendl umdtered. and. tliongh a fair number 
♦ of orders are in eireulalion fi near Continent id and Mediterram'iiu 
])orts, iU'tuid biisiiM'.ss is slow to miiteriali.si 

Shij)brokcrs uu'ct owners’ ro|)resentatlves on the shipping 
exchanges (the Jhiltic Mxchangc, in London), and arraTige 
business as Ix'iMocii owiu'rs aiui shi[)pcrs. Ncwspapci^ 
reports such as the above arc jjrc|)arcd by journalists who 
have access to tlie excliange and its members. 

Tariff ratt'S, on the otlior baud, are agreed on at con- 
ferences, and are graded according to the gtmeral business 
maxim that valu&,blc goods bear more fpcight than mer- 
chandise of J.OW value, tliat precious or dangerous goods 
must be charged extra to ’cover risk, ‘and* that regular and 
important traffic should be encourf|gcd by reasonable 
pharges. 

Shortage of Tonnage. — It lias been aj;’eady, explained that 
railway and canal rate's are limited by Act of Parliament. 
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The companiesa are thus pt'evented from exploiting the 
public by unduly raising their charges when the demand 
for transport exceeds the supjdy. 

So long as shipping comx>anies are free to charge whatovc‘r 
sliippers will ])ay, a shortage of ships •must imwitably result 
in big profits to owners to the detriment of trader Knlian(‘(‘d 
freights alone increase the C(jst of goods — particularly raw 
materials and merchandise of low value per ton * l)ut the 
evil do(‘S not rc'st there. A r(^si.riction of supj>lics provides 
opportunity for speculation, and causes prices to bound 
uj) wards to a degree that can only lie limitiHl by >State 

in.terf(‘r(‘nce for the protect ion of llu' (‘onsunuM*.^ 

• • 

JOXKKCISK vS. • 

1. (a) VV'liiit- doi'iniMMit, in the case ol goods ooaslwise, 

takt>s ih(.‘ })laeo- of ^die cousi^irmont nolo used wlu'ii go()(^^^ aiv; 
tratiS|)ort('(l by lailvvay ? lOxpIa-in, as I’lilly as you can, tlncc 
purposes which this (iocum('nl: fulfils. (S.A.cc.lI.) 

(fj) Is a bill of lading a negotiable instjainaail. ? (live full 
reasons for your answer. 

2. (u) If a shipment arrives l)»‘fori‘ ihi^ l)ill of lading, can 

(he consignee'. o])laiu delivery witlkont prese'nting the latter ? 
If so, how ? Will lie requiro^anyone ('Iso’s help ? • 

(C.i.S.lnl er.) 

{b) How, and by whom, an^ Its/L j)r('pared 'i 

3. (live? reasons for tlii^ I'elativj^ importance of sailing 
\e,ss(?ls, steam vessels and inot^jr vt'ssels, 

4. W hat is tlie difh'rtMic-e betwi'cn ” general cargo t ratlie ” 

and “ charter trallui ” ? ’ 

5. How are (a)»railway, ib) sluj)ping, and (r ) canal rates 

fixc'd ? ^ • (S.A.tpc.Il.) 

6. hlxplain fullv liow liiu‘r,and cliarti'i' fi(Mghts are calcu- 
lated. 

7. Wliat is a deferrc'd rebate, and whom does it advantagt^ V 

8. Messrs. Jarnes Brown &■ Co., a shipping firm of Cardiff, 
are asked by Messrs. Lupton an^i Hanley, of Swarrsea, for a* 
freight quotation on 5p0 tons tin plates Newport to Genoa, 

• 

^ See Princijfles and Practice of Business, p.* 28 . 
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and 10 tons tin ingots Newport to liilbao. »(a) ])ra.ft Janies 
Brown & C?o.’b reply from the feillowing notes, and (h) explain 
precisely where' Cenoa and Bilbao are situated : 

Quotations 500 tons tin |>lates Nowjiort to Cenoa, also 10 tons 
tin ingots Newport to Bilbao enclosed. Bates based on barge 
being alongsifle steaine^* (ss. “ Vortigern ”) on or before n.^on, 
25th inst. Coods must be suitably packed, as .laines Brown cV' 
O). cannot undertake packing, which is inei’chantB’ business. 
(Quotation is offered for Messrs. Lupton & Ilanloy s acceptance 
to-nioiTovv, failing wliich it is withdrawn. State of freight 
market iif sucli that (juolations (>nly hold From day to day. 
No steamer leaving For the;;se ports alter ‘‘ N'ortigern ” till 
s.s. “ Bibble ” on the 1st, and freight accommodation tliat 
vessel is already exhausted. (S.A.cc.ll. ) 

9. What is a ( ‘harter-Party, and what is the differenc' 
between a \'oyago charter an<l a tinu’s charter ? Name? a tew of 
the conditions conMiionly met witli in each. Ho^v dor?s a 
merchant or shi])owner jiroceed wlien he wishes to chart.u’ a 
vessel V ' 

, 10. Explain: S/N, d/w : dead freight; aclvaiiced iVeighl , 
fj'oiglit j!?ar.9 rala ; release ; lien. ^ 

11. WJiat i.s a mat('’s receipt ? is it possilile to ol.Jain a 
clean B/L after the issiK' of a qualitie.l M/R ? 

(a) What effect hav(' fluctuations in the (-ost of transit 
upon (a) prices, (5) the volume of trade ? (vS.A.tpc. 11.) 

(A) How does tonnage affect (a) prices, (6) supplies V 

(S.A.tpc. II.) 
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INSURANCE. 

Objects. Jii a ( (Mitract ot liisurajK o tlj(‘ iusmer viridi'r- 
tak(NS, for a uoiisideratioii oallcHl premium, to indfiuinijff 
tlie assured again.si pecuniary loss, '^riro c^outract is (;orn 
lained in a docuni(‘nt calk'd a Policy, wlucli in most cases 
must he stamped in accordaraa' witli scales of duty jire- 
scrihed by the ri^enue laws. The j)re?uium i«; usually 
expressed as a percentage of the insured value. 

Since the iusurauct^ contract is one ot indeuinity, it tollows 
that the assured niust liavo a pctniniary iutere.st ijL tlie pr()})erly 
insured, and indeed in tiie a})senc(5 of such InHuraidc f nf^re-sf 
the policy is legally void ; it is a vvagtu*, not a. eoiitrael (jf 
insurance. The same ])riulapJe a])plic^, subjeclv to Ciutain 
jiiodifications, to Lilo Tnsurance. A y)oli(jy on the life of ayliild 
pr parent is iKjt legally vaxlid unless th<*. assured luxs an interest 
in property def)endent on the life of the child or parcait ; but 
a womarii lias an insurable inten^st in tlie life of her husband, 
and a man in that of his wife, arul an\' [Kuson may (effect a 
policy of iiisurarice on liis or^lier ovxn life, ('xpii'ssed to be for 
the benefit of sucl^ person’s wife, husband, ehildreii, or any of 
them. Similarly a creditor may" insure thp life of his debtor, 
but only to the extent of the debt. 

Where proijorty" is insxux^d the measure of ^indemnity" is 
usually limited tt; the actual extent of the loss sustained by" 
the assured, and in Fife and. Burglary poliei(3S a clause is usually 
inserted whereby, the’*eompany 

may, at its ojfxliion^ reiiistalso or replace the property stolen, 
damaged or destroyed, or any part thereof, instead ‘of paying 
the amount of the loss or dkmago.'* 

^ 219 
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In Marino and Firo Insiiranco it is possible t'J> effect a so-c;alled 
Vahml rolicji, iji wliicli the valium of the property is agreed 
beforoliand (see ]). 234). 

In th(' case of a Proprietory Office or Insurance Company 
tli(^ fund from Avhich ».laims are paid consists of th(^ ca]>ital 
of tlu^ (joinpany, augmented l)y the jireniiums jiaid liy th(^ 
assured. In Marine Insurance an insurer is commonly 
called an, Undorwriter ; and marine policies arc w/idcryer/Z/cn 
by companies, or by Private Underwriters (sec [). 221). 

A Mutual Office has no shareholders, and does not exist 
for the purpose of making a |)rofit. The capital of sucli 
societies has been sul)scril)ed in th(> iirst instance liy th(i 
jjolicy-liolders ; profits are either distrilnitcd among the 
]K)licy-holders in cash, or applied to reduce premiums. 

Friendly Societies (iiffer from other forms of mutual in- 
surance in that tlie contrilnitions of tlieir members are. 
voluntary, and their objt'cts havt' Ixauv confined to such 
jk'rsonal matters as relief in sickru'ss, unemployment and 
shi[.)wrc'(;l<, death gratuities, endowirn'iit, and the insurancr^ 
against lire of the meinbei’s’ tools. To obtain a proper 
status Friendly Societies must b(‘ registered, and they 
thereby become su))j(‘ct to the Friendly Societies Act, 1890, 
the Collecting Socictic'S Act, 1890, and i ho Fr'icridly Societies 
Act, 1908. All -registered sociotics are supervised by a 
central office, having a chief registrar and assistant registrars, 
and their constitution and rules ar*(* a[)proved by the^ 
ccMitral office and arc? enforceable. Societies which (contract 
to pay Irenelits exceeding certain amounts are not registered. 

A few Co-operative Insurance Societies ^ are also in existence. 

In elT(?et, insurance is alwa^^s a form of mutual benefit, 
wheth(T the insurer be an individual, company or a 
society. From tin? amount reeeivrHl in premiums, the 
insurer ])ays claims and expenses, sets aside part of the 
surplus as a r. ‘serve, and retains or distributes the remainder 
as profit. 

Without insurance a Vuan in a small way of business 
might be completely ruined by a single mishap, such as a 
fire at his premises, the loss of a ship uy -which he had 
^ Soo Pi'inciples and Practice of Business, cJiap, IX. 
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consigned goodsoan accident to Ids workmen, embezzlement 
hy one of Ids employees, etc. ; b*iit all these and many 
other risks may })e insured against, d'he risk is i)ut on the 
insurance company or the underwriters/’ and tlie insured 
charges the premiums against his regular* trading e\|)ens(\s 
or against his ])i*olit on the transaidion concei'iK'd. 

For the insur(?r the business would 1)(^ sheer gambling 
if he risked all his (capital on one ventui*(' at a tjuK'. He 
derives (u)ntinuous rinaniu' from tlu' Irusiness by siyrmi/hig 
out his risks on many dilTi‘rent |)olicies, so that if any of 
them results in a claim his resoui*ees will not Ire enppled. 

Development.- -Thei e is little doubt that. Mar ine Insurancr^ 
is the oldest form of insurance. It was certairdy |)i'actis(‘(l 
in the Levant so far* back as 1300 a.d., and tlie Loml)ar*ds 
are cr*ediU‘d with having int!*o(lirc(‘(! it into this country 
at the brginning of the sixteenth century. 

Fir*(‘ Insurance Avas lir*st unricrtakmi in lOSO by iho Fire 
OJjicf' in London, which was a ])ropr*ietar*y oilier'. The 
iirst mutual officer, known as the Avimihlr, stai*ted in lOOO. 

Life Assurance comrnr'nc'.ed in England in 1705 with th(> 
foundation of a mutual sordedy (udled the Prrpdual 
Assuranca, and was lirst jmt on a scierrtilic Irasis sixty ycat*s 
lat(‘r, when Dr. lh*ic(^ |)re|>ared his “ Notdharnpton Mor tality 
Vrables ” for the purpose of calculating pr’(‘rniums for 
difbrent ages in accorrlanee with the law of probalrilities. 

All other kinds of insurarree now in (xxisk'm'c' or*iginated 
in the latter half of the ivimyteerjth c(‘ntury. 

MARINE INSURANCE. 

Marine Insurance is nowadays carried on to an increasing 
extent by limited companies, buj^. in this country most of it 
is still done by private underwriters who aT*t> members of 
Lloyd’s. An Underwriter (U/WJ is an insun'r — a person 
who signs or umlerwrites a pojicy of insurance. The tenn 
is usually, bu^ nt?t Citcliisively, applied to insurers^ of Marine 
Risks. * 
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Lloyd’s is not an insurance company. It<is an association 
of underwriters and (Others concerned in shipping and 
marine insurance busincwss. 

The histitution derives its name from a man named 
Edward Lloj^d, who k^:q)t a cofTee-house in I'ower Street in 
the latter part of the sovent(*enth ccvntury. People used 
to meet to exchange business in the taverns and coffee- 
houses ofi old London, just as they do to this day in some 
of tlie smaller foreign ])orts, and Lloyd’s was a favourite 
r(mde-:-V(ym for sea-ca]>tains and those engaged in shipping. 
Througli his seafaring patrons Mr. Lloyd collected infor- 
mation al)Out the movenu'nts of ships at foreign ports, and 
eventually his cofTee-houso l>ecame the rcrgiilar resort of 
underwriters, who weuit for the sake' of the^ shipping intelli- 
gences t hey got there, in 1092 Idoyel rennovod his business 
to the' crYiier erf Abetrurch Lane and Loiplrard Street, anel 
in 1090 |)ublisheMl his shifrping intedligene‘e> in a newspaper*, 
callerd Lloyd’s News, the ferreuninner e>f the^ present-elay 
Lloyd’s List. i,.le:)yers was by tlmn rnuedi more than a cotfee- 
hoiuie. It was a socie^ty anel oiganizeel market-place. 
Ships anel cargoes were' se)ld there, and it was, as it is now, 
the centre erf marine intelligence and insurane*e l)usine'ss. 
In 1774 Lleryd’s move'el to the' Reryal Exe*hang(‘, where it 
still remains, and the associatiem was incerrporateei by Actf 
of Parliament (Lloyd’s Act), in 1871, by which cerntnrl was 
officially ve^steel in the esrmmittere. 

In adelit ion to a, large entrances feer and an annual subscription 
of twonty guineos,^ all underwriting members must de^posit 
at least £5,000 to guaranteer the dne fnlfihnetit of their obliga- 
tions, part of the^ work of tho coinmitteo being to see that 
claims are satisfied and the gooel name) of tlie institution 
protected. ^ 

« lihryd’s shipping intelligence is now collected by telegraph 
from agents stationed in all parts obetR-- globe. Lloyd’s 
List is published daily,' and shows the movements of vessels 
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and casualties. oThe shipping intelligence columns of the 
daily papers are compiled from the sarnie source ; the 
subjoined extracts are examples. 

SlUrPING INTELLIGENCE. 

ESSEX (Podi^ral), dir Liverpool, Halifax Nov. 17. 

GAIK V (U.C.), Kilindiiii for i^oTuloii, passod IVriiii Nov. l.^>, 

GUlId)EOK.l) C.VSTLE (U.C.), Itondaiy for Liverpool, arrived GihraU.U’ 

Nov. 20. 

HIGHLAND HE.VriTEa (N.dson), for Liverpool, left lioulo^ue 
Nov. 10. 

HIGH LAND LOCH (Nelson), from London, arrivod Mohfevid4;o 
Nov. 18. 

HIMAI.AYA (l\ and ().), from Alexainlria, arrived Marseilles Nov. 17 ^ 

4 p.m. ^ 

IN AHA MAIM' (N.V.K.), London for \"okoliama, arrived Port, Said 
Nov. la. 

JNDAlMtA (Orieiil ). for Lomlon, left Gihr.alt.ar Nov. 10. 


CASIJAL'I'Y IMMM)ICr.S. 

(I'KOM 1,1.0 VP’S.) 

Valent.ia Wirele.ss Station, .Ian. LL Norwei'iad s. ONTANKPA, Ne\v 
York for Vaksdal, Norway, abaiulcmeil <m beam ends in sinkin.u: eondi- 
tion on .lannary 12, in la(. 47.20 N., lon^^ 10. Oa \V. All Ibe erew taken 
ol1' by Hritisti s. Fanad Mead, proeecalin^ easl ward voya;.’:*'- 

Valontia WirelesS Station, .Ian. 12, Uritish s. llnaTndnnvj will.' 
disabled Hritish a. IHutish I‘k.kv., New Orleans lor Harrow, ir> low, 
in 40.40 N<a tH, I0,2*.} AVest, steering east true, speed six knots, ri.r>:{ p.m. 

„ Later tele<iraan from Y.ilentia, Jan. 12, states that s. British IVer was 
n* ported by wirelcs.s at 0.2 p.m. yesterday. 

Bermuda, .fan, 12. - American s. Putnam. Alvxaiidria for Nt‘W York, 
18.0 milo.s east , asking for assistanee. 


Lloyd’s Register is publislHol annually, and coutains in- 
formation relating to na\^y as well as merchant idiips. 
Prom it underwriters can see the nationality, owners, build, 
?ige, tonnage and classification of every vessel whose owners 
conform to Lloyd’s rules aiid wliich lias been surveyed. 
Each vessel is elassific^d as to seaw'ort/hinc'ss as Ai, 90 Ai, 
or 80 Ai, the first Iteiiig the liest,' and tlie last the worst 
class. The Fron<i4i Lloyd’s, Bureau Veritas, classify ships as 
“ T 3/3 M,” “ M 3/3 11,” or “TTI 3/3M L” 

The Insurance Broker, — Lloyd’s underwidtervS have no 
direct dealings with -the public they work through the 
medium of Lloyd’s firokers. 

'^rhe services of a broker are of)t indisjxmsalile to effecting 
a marine insur^rf^e ^fi:)licy with an insurance company, but 
shippers comparath^ely stJdom deifl direct, }>ccause the 
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broker’s knowledge of the insurance inar^iet enaljles him 
to secure, in the matter of charges, an advantage wliich 
more than j)ays for his services. The broker receives his 
brokerage (usually 5 % of the gr'oss premium) from the 
unde7'AVT’iters or the insurance company, not from the 
insured. (Companies ' dealing direct with shippers quote 
as to the. l)roker, say 5 ‘X, and 10%, ix. r)% brokerage and 
a discount of 10% of the pre^mium l(>ss brokerage. 

When giving instructions to a broker to etb^ct an insurance 
the shipper should give a ]U-op(‘r description of the goods, 
the name of the steam(*r, the voyage and tiu' risks against 
wliich he wishes to insur<‘, thus : 

!.4( )ndctu, Cyf/i Jfdih t • 

Messrs. J. Hnllard A' (!o.. Ltd., 

0 Iu(^adenhsill St i‘<^e( , 

* K.( •. X 

Dear Sirs, 

V 

j insure for us against all risks €1 H) value of 

15 reels Wiiv'd llidiber Hose marked and numbered: 

I K (V i ih/;io 
DURBAN 

to be shipped for aeeoimt of Messrs. K. ('umniing & Co., of 
Durlran, per s.s. “ Kalfir ” sailing from West India Dock on 
tlio 1 9th inst. 

Wo trust you can place this insurance for us at a rate not 
exceeding that (diargod on the last occasion. 

, Yours faithfully. 

In the (;ours(' tif the day the broker procetnls to Lloyd’s 
in the Royal Exchange with the particulars of the proposed 
insurance f)n a separate piece of j)apef called a “ Slip.” 
At Lloyd’s the brokers olTei* tludr risks to Yho underwriters, 
who are seiited around tthe underwriters’ room, and the 
slips ari^ initialled by those underwriters with whom the 
broker arranges Inisiness'. If a broker is not satisfied witli 
Yhe rate (j noted hy one in)derwrito, *he proceeds to ask 
another for what charge he is prepaired^’co- take the risk. 
If the value is great the same slip may be initialled by a 
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number of -uiickr writers, eacth of wlvoni takes a “ line,” 
i.e. a part of the value. 

Having got the slips initialed the l)roker returns to his 
office, and sets ))is clerks to work writing out Covering Notes 
for his customers, and pre^paring the policMcs for the under- 
writers to sign in due course. 


HROKER'8 (’OVtyR N(t'ri:. 




1 1 Oomhill, 
li(mdo!i, .,,..10 

K.e. 15 . 


On slip for account of..^ 

£ at per 

at aial from * 

on 

CMau'^os • , 

Underwriters. 

Eor rl. Rmj.ATM) A (-o., Ltd. 




IJiu. 12 . 


The eoni})l(‘ted jioliey i^^ endorsiMl hy all tin; umh'rwriters 
^'ho havcj accepted the risk, eaeli one signing his name 
opposite the value uiidcT'w T;tien liy him, in the following 


manner : 




'Dunkl F. KUiji • 
Henrv Brown 
A . g. McJietfth 
John Mfi/i'rn 
ArjjnM I*. Did'ul 
F. IJiomns 
.1 . Stenne Forfws , 
ir. rft! Kunix’r 
.MtiHrire h, I I owe 


F he J- we nly-a i >l Iw 
one twenty-, sixth 
three twenty- h' idh s 
two twenty-sixlhii 
one twe.niy-siAh 
one tweuty nixth 
fire twenty-nixlhs 
four twenty -.sixths 
foar twent'j-sirth.s 


Six hilil. ydA, 
of 

per J . BuiUird. 


It should be clearly understood^that, tlumgli the insurer 
is directly responsible to the assured for the payment of^ 
claims, the broker would be, liable for any loss resulting 
from his own neglig^ice in obeying .the assured’s instruc- 
tions. * 


M.T. 
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The (vV)ver Note may simply take thorform of a Debit 
Note, charging the assured with the premium and policy 
duty. If the assured does not employ a broker, he receives 
a cov(‘r note from the insurance com|)aiiy pending the 
preparation of a ])roper policy. 

In any legal proceeding reference may ])e made to a 
“ sli}) ” or “ covxM’ing noti%” ])iit the contract has no legal 
effect without the policy.^ Tn practice, however, the risk 
is covered as sooti as the underwriters have initialed 6he 
broker's' “ Slip,” and the assured need have no anxi(‘ty 
al)out getting compensatioii if news is receiv(‘d of the loss 
of his property before the policy has be(‘n issued. 

The Policy. “ -Two forms of marine policy arc^ here shown. 
The first (Fig. Rl) is the standard Lloyd’s Policy for marine 
risks, adoptcH.1 b}^ Lloyd's Underwritei's in 1770, on the 
basis of wliich all (itlu'r polkvit's ar(‘ constructed ; thc' second 
(Fig. 14) is a typical Company Policy, being a fac^simihi with 
i.naginaVv names of one actually issi^cd l)y a London 
insurance company. For the purpose of simplicity, Lloyd’s 
policy is h(‘re ro^produced in blank form. The same form 
is applicable to an insurance of shi[), cargo or fi-eight, and 
it is commonly beli(‘V(Ml that the letters S G at tlu‘ top of 
the margin stand for “Ship-Goods”; this is doubtful, 
however. 

In order to rneid s{)ecial rcMpnrements, the original 
wording may be modified by crossing out what is not 
wanted and writing supjdeinenta.ry clauses into the 
body of l)olic*-y or attaching them to it on juinted slips. 
8uch additions override the original wording of the 
policy. 

In the margin and attacluHl to tli<^ back of the policies 
reproduced here are a number of so-called “ Institute 
Warranties.” These are conditions drawn up from time to 
time by the lnstitnt(^ of ijondon Undei^ writers. Many such 
vonditions, known as “ special vvarranties,'’ constitute an 

^ Lord ^Ellenborough said in 1811 y ''^Tlle re venue laws 
forbid me to look at wliat is called slip/’ 
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t£ well in own Ssna-e, as for and in the. Name and Names of all and 

every other Person or Persons to whom the same doth, mav, or shall appertain, 
§n part or in all, doth make Assnr.ince, and fause and them and 

every of them to be insnred, lost or not lost, at and from 
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upon any kind of Goods and Merchandises, and also upon the Body, Tackle, Apparel, Or^ance, Munition, 
AxtiLlery, Boat and other Furniture, of and in the good Ship or Vessel called the 


Printed Uojd'e, EQjai Cxoht&ge. 
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whereof is MastW, under God, for this present Voyage, 

or whosoever else shall go for Master in the said Ship, or by whatsoever other Name or Names the same 
Ship, or the Master thereof is or shall bo named or called, beginning the Adventure upon the said Goods 
and Merchandises from the loading thereof aboard the said Ship as a6in<e « 


upon the said Ship, &c., 

• , fnd shall so continue and endure, during 

her Abode there, upon the saii Ship, &c. ; and further, until the said Ship, with all her Ordnance, Jackie, 
Apparel, &o., and Goods and Merchandises whatsoever, shall bo arrived at as above , 


upon the said Ship, &c.runtilahe hath moored at Anchor Twenty-four Hours in good Safety, and upon the 
Goods and Merchandises until the same be there discharged and safely landed ; and it shall be lawful for the 
said Ship, <£0., in this Voyage to proceed and Sail to and touch and stay at any Ports or Places whatsoever . 
and wlceresoever for any and all purposes 

without Prejudice to this Insurance. Thesaid Ship, &c. .Goods and Merchandises, &c., forso much as concerns 
the Assured, by Agreement between the Assured and Assurers in this Policy, are and shall be valued at 


SoUdttttg the Adventures end Petils which we tile Aasiu-ers are contented to bear and do take upon us in this Voyage, they are, of 
^e Seas. Men-of-War, Fire, Enemie.5, Pirate.s, Rovers, Thieves, Jettisons, Letters of Mart and Countemiart, Su^risals, Takings at 
Sea, Arrests, Re.straints and Detainments of all Kings, Princes and People, of what- Nation, Condition, or Quality soever, Barratry 
of the Master and Mariners, and of all other Perils. Losses and Misfortunes that have or shall come to the Hurt, Detriment or 
Cinfcageo^tbe said Goods and Merchandises and Ship, &c., or any part thereof; and in case of any Loss or Misfortune, it shall be 
lawful to the Assured, theij Factors, Servants and A.s.signs, to sue. labour, and travel for, in and aoout the Defence, Safeguard and 
Reavers' of thessaid G^odsland Merchandises and Ship, &c., or any Part tliereof, without Prej’udice to this Insurance ; to the Charge 
whereof^we, the Assurers, will contribute, each one according to the Rate and Quantity of hia sum herein assured. And it is 
especially declared and agreed that no acts of the in.surer or In-sured in recovering, saving or preserving the property insured, shall 
be oonsiilered a.s a -waiver or acceptance of abandonment. iAnd it is agreed by us, the Insurers, that this Writing or Policy of 
Assurance shall be of as much Force and Effect a.3 the surest Writing or Policy of Assurance heretofore made in Lombard Street, 

. or in the Royal Exchange, or elsewhere in London. 

■■ Werranted ?i^verl k e !^ fut tf'ttq-Aurey seimn and detertlim, and the conseijumces thereof, or of any attempt (HerM, 
piracy excepted, and also from all omsequences of hosttliiks or loarlike operations, tsketker before or after declaration of tear. 

And so we the Assurers are contented, and do hereby promise and bind ourselves, each one for his own Part, Heirs, 
Execuiors, and Goods, to the Assured, their Executors, Administrators, and Assigns, for the true Performance of the Premises, 
coc^essing ourselves paid the Consideration due unto us for this Assurance by the A^ured 
. « .at and after the Rate of 


IN WITNESS whereof, we the Assurers have subscribed our Narj^ and Sums assured in 

N.B. — Com, Fish, Salt, Fruit, Flour, and Seed arc warranted free from Average, unless general, or the Ship be stranded; Sugar, Tobacco. 
Hempi^’lax, Hides, and Skins are warrsnte-d free from Average -.inder Five Pounds per Cent. ; and all other Goods, also the Ship and Freight, 
are warranted free ffflm Average under Three Pounds per Cent., unless general, or the Ship be .stranded. 

• ( In the event of accident u-hereby loss or damage may result in a claim under this Policy, the seiltemenl 

vnll be much facilitated if immediate notice he given to*tke ^nearest Lloyd's Agent.) 


Fig. 13.— Lloyd’s MaEisE Policy. 
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L. Wanantfd free of capture seizure and detention, and the consequences thereof or 
any attempt thereat. eir.7r.v itreplcil, ifi also froin ail consequences of hostilities or 


3. Warranted free of less or damage caused hy atrihers I-ocked out workmen or persons 
taking pan in labour disturbances or riots or civil commotions. 

8. General Average and Salvage Charges payable according to Foreign Statement or per 
Yotk-Aniw-erp Rules if in accordance wi.b the contract of affreightment. 


F.C.ftS, 
Strikes, jfolg • 
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’Marine • Insurance Co., Ltd. 

• I^OYAL .EXCHANGE AVENUE, LONDON, E.C, 3. 


Authorised Capital ihl,000,000. Subscribed Capitai £98(1.000. Paid-up Capital £490,000. 


JoH.s Ca.sker, Esq,. 


Directors. 

C.’iairmaii ; — Sir Mc'lbkrp.v Hawk. 
Dtpnty -Chairman : — Jarv i? Lorrv, Esq. 
Seth Pkck>;\ikf. Esq., Sir JtjHv Chester, 


il0.. 14786. 

■gi. 000 . 


I. Warranted free of Cap- 
ture, SeiAuro, .Arresi^^es- 
trairft or Detaiiime 

^I^iso from all 
)f Hostilities or 
rations whether 



ShSuld Clause No. i, 
be delcteu, Clause 
• No. s (9 to oper.aie 
as pan .if this Hoiicy. 

j. V^rranted tree^ oi any 
cl.inAascd tUR)ni loss of, or 
tiusi|4tioii*or. the insured 
voyagt or .idvontur^ caused 
by arA'.sls, Restraints or dt^ 
tdtnnjpiit.s -Tt Kings, Princes 


Including the 


gc it hnamn. ^ijat MesisiM. John Groat and Company 

as well in their own Name, as for and in the -Marne or Names of all and every Person or 
Persons .to who.nrt the same doth, may or shall appertain, in part or in all. do make 
Assurance, and cause themselves and them and every of them, to be .\ssiired, lost 
or not lost, at and from 

United Kingdom tb ’Bucharest f * 

Six Tin Lined Ca^s Spoons and. Forks, valued at £1,000, 
agai-nst all Hsks of ivhatsoever nature, including Theft andior 
^Iferage however small, including risk of Breakage and nondelivery 
from any caase, also ar Rfsks as per clause athiched. 

Upon any kind of Goods and Merchandises, in, the good Ship or Vessel called the* 
Steamer andior Steamers or by whatsoever other Name or Names the same Ship is 
or shall be named or called ; beginning the adventure upon the said Goods and Mer- 
chandises from the loading thereof aboard the said Ship as above, and shall so continue 
and endure during her abode there, rtiid unyl ttie said ship shall have arrived as above, 
and the said Goods and Merchandises be there discharged and .safely iandtal , and it shall 
be lawful ti>r the s.iid Ship, &c.. in this Vr.\ a,ge to procc(.'d and sail to and ♦ouch and stay 
at«iny Ports or Places whatsoever without prejudice to this Insurance The said Goods 
and Merchandise-., &c., for so muc.h as concerii,s the Assured by Agreement between the 
.\ssured and the Company in this f’olicy are and .shall be approved or held GOVered 
at a premium to be arranged. 

Toifchiiig the .-Vdvctftures and Perils which the said Company is contented to bear, and 
doc.s take upon itself in this Voyage they are of the Seas, Men of War, Fire, Enemies, 
Pirates, Rovers, Ihieves, jettisons. Letters of .Mart and Counter-Mart, Surpirisals, Takings 
at Sea, .\irests. Restraints, and Detainments of all Kings, Princes and People, of what 
Nation, Condition, .m Quality soever, P.arrairy of the Master and Mariners, and of all 
pother Perils, Losses, and Misfortunes^that have or shall come to the Hurt, Detriment or 
Damage of the subject matter of this .Assurance .-Vnd in case of any Loss or Misfortune, 
it .shall be lawful to the .-Vssured, their Factors. Servants, and A.ssigns, to sue, labour, and 
travel for, in and about the Defence, Safeguard and Recovery of the said subject matter 
of Assurance, without prejudice to this A.ssurance to the charges whereof the said 


Lraft to and from the Vessel. 
Each craft or lighter to be 
deoraeij a separate insurance. 

5. G«eral» avorase anij 
Safvsi^ Charges, 'payable 
according io Foreign Stalc- 
men»t if So •nutrie up, or 
York^n twerp RulSs, if in 
accordance with Contract of 
Affreightment. 

6. Held cQvered in the event 
of devijtiosi atid or change of 
voyage* from the terms and 
conditicAs of this I’olicy, pro- 
vided notice be gweii by 
Assured on re*tipt oT advice 
and any additional premium 
ret|ttired be agreed immedi- 
ately thteeafter 

7. Grounding within th^ 
limits of the .Manchester Ship 
and/or Suez Canals, shall not 
be deemed a stranding within 
the terms of this Poli^-, ex- ’ 
oept in respect of damage to 
the interest hereby insured, 
whiA may be proved to have 
directly resulted therefrom. 


Company will contribute according to the Kate and Quantity of the Sum herein .-\ssured. 
.\nd it is expressly declared and agreed that no acts of the Insurer or Insured in recovering, 
saving, or preserving the property insured shall be considered as a waiver or acceptange 
^of abandonment ^ 

3lni* 50 the Srtiit QT-ompan tT', m consideration of the Person or Persons effecting this 
Policy promising to pay to the said Company a Prerryum at and after the rate of 20s. 
per cent., plus Js. 6d.,, plus 2s. (id. percent., IS contented to take upon itself the 
burden of this Insurance to the amount of One Thousand Pounds and promises, and 
binds it.seif to the -ifVssured, their Executors. Administrators, and .\ssigns, for the true 
performance and fulfilment of the contract contained in this Policy. • 

S B —Corn, Fish, Salt, Fruit, Flour, find Seed, are !r(V from Svrras'e, unless General 
or the Shifo be stranded. Sugar. Tobacco, H ides, and Skins are ivarruv.tcd free 

(rcfni Aver-age under Five Pounds per ail otlu r Goods {also the. Ship and Freight) 

are warranted free from Average Pounds per Cent., urttess General or the Ship 

be stranded, sunk, burnt, on ftie, y^le^aiuage be caused by collision. 
gttt ^itue«9 whereof • 

1, the Managing Director of the .said Company, have hereunto set m3' hand in London 

this Twenty - fourth day of March, 1922. 

For and on behalf of 

THE POLE-STAR MARINE INSUR^fNCE COMPANY, LTD.* 
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undertaking on ilie part of thti assured regarding tlio nature 
of the risk, as for example the following : 

Warranted not to enter tlu' Baltie bevond 1.3 deg. M long., 
or sail from a loading port het\v(‘(ai 1st October and 1st A|)ril. ' 

‘"Warranted not to sail with Intlian (-oal as (jargo betwetai 
1st March and 30th .bine.'’ * 

A Special Warranty is a stipulation (contained in a niarin(‘ 
policy, upon the literal truth or fulhlment of which Mi(‘ 
validity of the entire eoTvtrael is de})endent. * 

(\M‘tain Implied Warrantees ap|Ply to any mai iiu^ insuranec' 
contract. Hriidly summarized, these im|)lied warranty's 
stipulate ; 

(1) Seawortliirw'ss of llie xmv.spI ; 

{ 2 ) No d(‘\'iati()n ; and 

(3) ]..cgality of the v<‘ntiin'. 

In case of accident a breach of warranty invalidates th(‘ 
contract, whetlior it is the (uiuse of th(' accidmit or nor. 

Stamp Duty. - Inland llevenu(‘ for Voyage Pglicies^ 04* 
which th(‘ premium does not (weeed 2/() per £100, is on(> 
penny. If the rate exia'eds 2/()‘‘v» (hity is \d. for (‘very 
£100, or part tlieixMif, insui*ed. hor Time Policies, th(‘ rate 
per £100, or fr’aetion of £100, insuRui is .3r/. for any time not 
exceeding 6 months, or ikl. for any tini(‘ not exetMMTing 
12 months. 

• 

Contract of Affreightment and Policy. -It is evid(*nt that 
goods (ionveyed by sea ought to he insured against those 
risks for which the shipovvmrr cannot h(‘ h(‘ld r('sj)onsi))le 
according to the t(‘rms of tlv^ B/k or (VB, or iri rhgai'd to 
which his liability is limited l)y law. 

VV^ith th(> law in its pivscnt state it would appear that tl\(‘ 
shipowner i.s entitlSl (in additifui to enjoying tlie |>i‘oteetion 
afforded by the eoTnmoii law and the M(H‘eruint Slu|)ping Act) 
to contract himself free from every e.oiK'eivaf^h^ risk (^\ee])t that 
of 1(')HS arising from his own wilfitl mi.seonduet. TIh' wfiolt' 
questi(ni of the of Shipownerfi' LmhUiiy by Clauses 

in the Bills of Ladimi was roeently e(*nsi<lered ^ by the Imperial 
Shipping C\)mmitfc(*,tvho roeomnu'nded th(> passing of unifornii 
h^gislatioiy thropgk 4 >,ii|| the whieli should preeis(‘ly 

J la 1021. 
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establish the s<iopc of the sJiipcAvnor’s liability, and the iiione- 
tary limits of that liability. 

'‘A close examination of the clauses of the B /L here reproduced 
will show that the company in question remain liable in that 
particular case for 

% 

(1 ) wrong d(^li\^ery (provided the goods are properly marked) ; 

(2) loss of market sustained l)y reaso]i of the goods being 

over carried ; 

(^) im|voper stowage or handling by the shipowners’ 
servants or agents of goods not specially excepted ; 

( t) |)il forage (unless otliorwiso agreed). 

But, it is usual to find clauses in the contract <)f allreightinent 
reducing or negativing the sliipowner’s liability in respect of 
Pilferage, Short l)eliv<a‘y, <»■ other particular risk prtwailing 
at th(i tim<>, and the extent of th(^ shipownei*'s liability in 
(certain events is sofuetimes restricted. 

Most. Bs/lj s(if)ula.te that all goods, immediately they are 
discluirged from lh(^ sb'anu'r, shall be entjrely itt thc\ risk of 
the ‘'(consignees, and an additional (;laus(' is usually inserted 
to tbe effect that if the loading of the sliip is, in the opinion 
of the master, lik(‘ly to Ix^ interfered with liy i*(UiSon of labour 
disputes or eong(sstion of tratlie on docks, (piays, railways or 
waterwav's or other causes, the ship shall be at liberty to 
disf'liai’go th(^ goods already load(‘d and sJiall b(^ undra; no 
furtli^a* responsibilit y in resp(‘et of tla'in. 'bhe sliij)own(‘r, et(\, 
may store the goods at tlie expemse and risk of tiu? owners 
th(>reof, but are uuder no obligation to do so, Tt is usuallj: 
provid(‘d that wIkmm^ such events o(*eiir at or ai’(^ liki^ly to abbot 
th(? Port of I_)jscliarg(', tin; goods may lie lauded or put into 
lazaretto, hulk or lighter at an\' other avaiilahh^- p(»rt, at tlie risk 
an<l ex})euse of the ownews or colisigne(>s of the goods. 

In most ca.s(‘s the insurance broker kn^fvv.s belter titan the 
shipper the ])itfa1ls which must be avoided, and it is his 
business to prot-cHl- his elients''intcrests. It will he noticed 
that oiu'. of the “ Institute Cargo Claoses"’ (No. 7 at back of 
Fig.* 13) provides that ^the assured is not prejudiced by 
ccertaiu clauses contained in th(^, bill oP lading. 

Total Loss. — A loss may lie either tef a1 or pailial. Unless 
a different .intention dppears from the terms of the policy, 
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an iiLsuranco a^iinst total loss itic-ludes a conslrudive as 
well as an^aciiial total loss. ^ 

There is an actual total loss whei’c? the su])j(‘et-iiiattoi* 
insured is destroyed, or so dajnaged as to eeas(‘ t(.) he a 
tiling of tlie kind insured, or wher« the assured is irre- 
trievably deprived of it : 

VV^liero, i‘or iiLstanee, n. ship sinks in inid-oeemi, or a deek- 
eargo is washed cn'orboard, or where a eoiisignni('ui oji I'oodsi nit 
is rendered total] v valueless througli the iiuairsiou of s(‘a water. 

An actual total loss nuiy be presumed when a. shi]> is 
missing, and aftca’ the lapse of a reasonable time no news 
of her has been received. Actually, the '' reasonable time ” 

elapses when the vessel is ‘‘ posted ’’ at Lloyd’s. 

• 

A constructive total loss occurs where Jibe subject-matter 
insured is reasonably abandoned on aei'ount- of its ardaial 
total loss appearing to b(‘ unavniidable, or because it/ could 
not be preserved from actual total loss without an e.xiKbdi- 
tun> which would exc;ced its \aliK‘. when tlie (;xp(aiditurc 
had lieen incurred. 

Thus, if a ship iiusured fur £80,001) sriajided uu a i(.»‘ky 
coast, and surveyor rej)ort(*d she could hi' llojdt'd and rc^pah’ed 
foi' £70,000, tlic owners eouldpiake no claim uiidi'r an insurance 
against total loss. • 

In order to elfc'ct a elaiiii for eonstriKdive total loss, thi^ 

• 

assured must give the insurer Notirv. of Ahtnulonmrnf, 
entitling the insurer to takc^ over whatever may nvmain 
of the property insured : e.g. the Avreek, or the damaged 
goods. 

Wherp the insurer pays for a total or J;or a partial loss, 
he is thorc'by entitled to all the rights and remedies of the 
assured in and in respect of the s4il)ject-matt(‘f so paid fo.?', 
in so far as the assuited has been indemnified. The trans- 
ference of these rights and properfies to th(i underwriter is 
called “ subrogation.'' ^ ^ * 

Particular Avertfsiff— “ A particular average loss is a 
partial loss of the subject-matter insured, caused by a peril 
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insured against, arnl wJiicrh is'jiot a gener»l average loss ’’ 

Under |)artieular average are recov(‘ral)k‘ also so-ealled 
particular charges incurred in preserving the thing insured 
against damage?, anef Extra-Charges incurrexi wlien goods 
airive damag(‘d, and vvliieh would not liave to be paid if 
tiu' goods had arrived sound. Tht? insureal is entitled to 
claim as ^‘xtra charges any extra cost of handlirig damaged 
goods, survey fees, sale charges (whei’c tlie goods are sold 
by auction solely in order t</ascertain their damag(?d value), 
the? cost of re-(*onditioning damaged bales of wool or cotton 
by a process known as picking,” etc. 

General Average,. -A general average (C/A) loss is a loss 
caused l>y or directly conse(|ueiitial on a general average 
act. It ineludtss a “ general av('rage (?x|>(?nditur(‘ ” as well as 
a “ geiKxal av^erage sacrifice.” Inhere is a general average act, 
vvliel'c aiTy (extraordinary saeriliee or exjx-nditure is volun- 
tarily and reasonably made or incuiTed in tinie of pivril 
for the purpose of fvreserviiig the property impejilled in 
the ^common adventure. 

ExAMiXij:. (tjA Kuicrijire. Ji'ttisoii of cai’go f(.)r tlx^ 
eomiw-on safely is made good in ^ciun-al av cTagf/, and damage 
dotKJ to a shij) or cargo by water wliieli got*?? down tlie ship’s 
hatchcK, op(>ned for th(‘ pnrposr? of making a jettison for the 
conunon safety ; daniagt' <lone to a ship or cargo hy watcj* of 
otliei'wise in ext inguislving a lire on l)oai'd the sliip ; enttiug 
away of inasls or spars to a\ ort* disaster. 

General avxx’agc? ex])efises are only those? vvhieh arc deli- 
berately incurred in the attainment of safety. 

ExAMPrn. -01 A Expctiditiire.- -AAw cost of putting into 
a ])ort of i‘(?fifge, including towage, pilotage, port dues, and the 
cost of dis(?ha]'ging cargo if nec(?ssary k) (>ft’oct repail's. 

Where there is a g(?neral average loss, the party on whom 
it falls is entitl(?d, subje(^t to the 'conditkms imposed 
by maritime law, to rateable contrt^^Aon ^rom the other 
parties interested in the venture.** 
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On arriving in port, aftxa’ the jui[)])(‘ning of a gi'iu'ral 
average? loss, it is incumbent on the master of the vessel 
to a|)point professional experts, known as Averagre Adjustors, 
to prepare the Average' State'me'nt showing the amount of 
the G/A c<)ntril)utions elue. vSubje'ct to any sti[mlation in 
tin? contracts of alfT‘eightme>nt, tlie fidjustment has to be* 
niaele? in aecordaiK'e witli the law oldaining at the port of 
de'stination, or at the interme?diate? jiort if the* voyage? ])e? 
broken up. The It/L or (VP may expressly stipulate that 
G/A contributions shall be' |)ayable? in aeeordanee tvith such 
fore'ign average statement (f.G.A. foreign ge'neral ave'rage'), 
or that G/A shall be? adjusteel in the? United Kingde)m aiiel 
in accordance with tlie Ye)rk-Antwt'rp (Y/A) Rules.*. In 
prine*i|)le^ the shi[)e)wner has a lie'U on the cargo fe)r the 
e'.ontributions elue* in re'spe'ct e)f (i/A, and it is his eluty to 
dernaiiel fre:)m ce)nsign(?(?s a G/A l)epe)sit, or a P>on.el engaging 
to pay such amount as may be* fe)und' to be due?, bedewe 
re?le'asing the goods to them. As, he)we?ve‘r, all intere'sts are? 
usually insure'd, the shi[)e)wner fre>e(uently ?*eleases the goods 
e)n the? guarantee of the' imelerwrite?rs that the* ce)ntribut1e)iis 
will bo paid. If the? lers.s has arisen from a |)e'ril insure*el 
against, the? sliipown(?rs e>r inere?hants re?e*e?ive e!ompe?]isatie)?i 
unet(?r their pedieies, anel it remains fe)r the varieeiis unde'i*- 
writers e'onee?rned in the ve)yage te) se'ttle? the matter of 
ee)ntri bu tie )ns I )et we'e'n tin ?msedves. 

Salvage.'*- Fea* j)ur})e)sc?s •e)! marine? insuiance, Sa[vage 
( 'barges are the)se? charges which are re(?e)ve‘rable? under 
{paritime law by a salvor, of controct, for 

assistance in aveiting a j)e*ril insureel against. Salvage 
eharge?s may be recovered yiieie?!’ the policy as a le)ss by 
those perils. 

The Memorandum. — As it stands, Lloyd’s Pedieiy covc'rs 
the risk* of particular average, except a^ provieled in the 
postscript be?ginning N .B.~(Jorn, Fwh, SaUf' c?tc., called 
the “ Mernoraaeiuyi.’; « • 

The effect of the first part of the memorandum is to free 
the underwriters ^froih any claim, however great, for partial 

^A set of iuters.t,itjnnal ruJr^s'uii the quest ion of average 
adoptol at coiSerehws held at Antwerp in 1887, and at 
Liverpool in 1890. * * 
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loss of goods iiaiiKHl thereitK except a genorf:^! average loss, or 
unless the ship be stranded at any time during the \'enture. 

seco ud and third parts exclude such claims in respect of 
the subj(*(*t-matiej' to N\'liich they refer, if amounting to U^ss 
than a certain percenliige known as the “ Franchise.’^ Under 
Lloyd’s PolicVj a loss exceeding the s|)ecitied value is paid 
in full, whereas in most foreign polieit'S tlie franednse is 
complett*^ inasmuch as it is eniirely fiee from indemnity 
for average as provided in ^he clause. 

In order to mitigate the hajshness of this clause, wlieje 
it is' applied to valual>le shipments, 5 or 3 [icr cmL of which 
would amount to a considerable sum, an additional clause 
may be added to hlie policy whereby the insurers undertake 
to pay particular .average on each ]>ackage, or series of 
(say) ten packages number(‘d consecutively as s})own in 
Uie Landing A/c, if amounting to 3% of 'th(‘. |)a(‘kage or 
series, 'i'he marginal arul special (amditii^ns shown on p. 350 
should be carefully studi(‘d in this coniiection. 

Risks Insured or Excepted.- Neaily all marine polities 
cover the risk of tlic insured having to pay general average 
contributions, hut it is a common [)ractice to exclude 
par t kuj 1 a r a v er age . 

F.A.A. means “ free of all average',” a term which is 
applied to a marine insiiranee^ from which both general 
and paidieular average are e.xuluded. 

F.P.A. means “ free of particular average.” Where the 
subject-matter is insured warranted free from particular 
average, tlie assured cannot recover for a*^loss of pai*t, other 
than a loss incurred by a general average sacjifiee. 

W.A. and W.P.A, mean respectively “ with average ” and 

Avith particular average.” The |p‘emium on a W.A. 
policy is naturally higher than that charged for an F.P.A. 
.insurance, and in certain cases — such a& a cleekload of baled 
produce for instance — where the risf^^ damage almost 
amounts ta a certainly, it is usual to exclude pai*ticular 



IX 


INSURANCE 


2^ 

average. Oii tjie other hand, a shipper of daniageahle 
luanufactured goods, siieli as textiles or cutlery, may clfect 
ail economy by the- use of strong, watertight packing, for 
goods ])ack(‘d in met;il-lin(>d cas(‘s are ol)\ iously less expos('d 
to damage than goods packed in baks or ordinary wooden 
cases, and the w.p.a. premium is correspondingly lower. 
Indeed, a metallic lining, which (‘Ifectually protects the con- 
tents against damp (though it is not much j)rotecti*)n against 
lieat), may be (‘onsiden^d sul1i^*i(Mit to warrant tht' s}ri[)p(‘r' 
insuring f.p.a. and running the risk of damage. Whether 
such a course will clfect an economy oi^ not depends upon 
the relative chaj'g(\s and jracdving costs : 

(\>M1*AHJ0 


W'.A. Prcnuum 
plus 

Ordy. IhiU'S (jr NVo^dcu 
Cast's. 


h. I*.A. I?it*miuni 
■jdus 

'Tin ta* Zinc-hltcd Cast s 

less 

Proc«‘(‘ds Iroio sale at 
dt'sf illation ol‘ int'laJIic 
lining, it’ zinc. (Oldshct^t 
t inntMl-iron is ]jra(*ti<^ally 
niisaloal ►!('. ) 


F.c. & s. m(*ans free 'of eaptui’e and st'i/mre.’' * This 
danse (see “ Institute War ran tit's,” attachc'd to policies 
^lere shown) is included in time of war, wlien an additional 
premium is nsually eliargedior 

War Risk (see fiolicy). 

R. & C.C, denotes “ Riots and (Mvil Commotions ” (st'u 
“ Institute VVarraITties ”). 

A.A.R. stands fftr “ against all risks,” including war and 
all other risks against whitrlV it nmy l)e necesitfiry to insure 
in view of the terms* of the \M\j : vjj. l^ilferage and Shoid 
Delivery. 


Assignment. — ^^Die Marine^ Insuranct? Act, 11)06, states 
that “a marme ' i/Jfeurance policy^ may be assigned by 
endorsement or any otlA?r customary manner.” Where 
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a Miariiio insurance policy ha4 been assigned so as to pass 
the beneficial interest in it, the assigiu'c is entitled to sue 
t}KM’<x>n in his own name ; and tlu' def(Hulenf is (nititled 
to make any defeiu'e arisii^g out of the contract whicli he 
would have bc'en entitled to mak(' if tlu*. action had been 
l)rt)ught in the name (tf the poison by oi- on behalf of whom 
the policy was effected. 

Claims.- In the event of a total loss of goods, the under- 

writers r^^quii’e the claimant to produce the Invoice and 
Bills of Lading, and |)ossibfy also a Declaration from the 
shipping company certifying tliat the goods were actually 
on board. 

But if the goods aie partially lost or arc flamaged, tlie 
underwriters re(|uiV(^ evidence of the extcmt of the loss or 
depredation. In tfie case of manufacturtsi goods, invoices 
and accounts may be ])rodu(H;d as evidcnc(s or the loss or 
(lepi;eciat«.on may be certified by a Surveyor. Damage' fo 
imported produ(*e is first ccatifli'd on landing by the Sur- 
v(>ying Officer to the dock company, and tlu^ extent of the 
damage subse(|nently declared hy a broker, who gives a 
ceitVficato stating the sound and damaged values of the 
packag(‘vS in respeef of winch the, claim is made. After sal<^ 
the loss may be shown by eomjrarison of the jiriees per lb. 
realized by the sale of the sound and damaged liales respect-^ 
tively. Soni(4imes the warehouse company's (certificate is 
sufficient (as in the case oi wodl). 

Measure of Indemnity.— The sum which the assured may 
recover in rc'spect of a loss on a policy by which he is 
insured is called ,the “ measure of indemnity,” .and is 
determined, in the case of cargo or freight, not only by 
the extent of^tlie h^ss ; refrronce is also n:yide (a) wliere the 
policy is a Valued Policy, to the sumffixed by the policy, 
or (/>)' if the policy is an Ihivalmd Poliby, f;0 the insurable 
^alue.” The insurable valve” of goods is the prime cost 
plus expenses incidental to shipping*^lar^d the charges of 
insurance oif the whole. 
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Tlie Tiieasure •)f indt'iniuty* for I'otal Loss of Ship, Largo 
or freight, is tlie sum fixed hy the policy or tlu^ insurahle 
value, according to wheth(‘r the policy is valued or unvalued. 

In the (*as(‘ of Partial Loss of Goods or Knught, the sum 
recoverable under P/A is pro[)ortioiml to the sum fixt'd liy 
the policy or tlu^ insurable vahui (as th(‘ case may be). In 
particular, where goods have Ix'cn delivered damaged at 
their destination, the assured is luititled to ckiim sucli 
j)roportion of tlu^ sum lived In^the [lolicy, or of the insur- 
able value, as the difff rrncc b(‘twe(Mi tlu> gro-ss sound and 
damaged values at the ])lace of arrival liears to the grosrs 
sound value. 

No allowance is made for sale charge#';, noi*, in the case 
of goods customarily sold in bond,” fur duty. 

Examcljo. 

At jiuhlic aiK'tioi? a sfujaiuait realizes : 

(Iross prc)(^e(‘ds - - - - £140 

Lcb'S Sail' charges - - 20 

Net - - - £120 

If undamaged, the goods would have n'aliz(Hl : 

Gross ])n)ce(‘ds - - - . £200 

Less iiale chan^ - - - 20 

Net - £180 

• Loss-. £00. 

Depreciation: tlie dit'hx-ence l>(‘t\ve(*u £200 and £140 

— or liOVi) ot the sound value : 

(Sot tile difference between £180 and £120 

- <JO nr * 

\ so .0*/ 

liecoverable in '»^A : -lO'^o <»f tlie insurcut \'alue or of the 
insuralde value, asi the case may be. • 

Floating Policies. — A Moating or ‘‘ open ” pol^y of marine 
insurance is one*wl)ich is made to 'extend over a series 
of cargo shipments.. The particuiai- vessels and the values 
of each separate ^^ipment are not specificxl in such a 
policy, but are.lefi ‘^open ” Until the shipments ^re made, 
when the shipper is boUnd to declare Ihem. 
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3'lmvS, a regular .shipper of goods to Australia finds it more 
eoMveiiienf to off('c*t a tioaling policy for a round sum eiribrac- 
in;^ a number t)f shipments, ratber than to take out a sef)aratt3 
policy for each. Tlie "■floater” might include .say ” £10,00f) 
(icneral Meixihandirie at and from any poi't or |)orts in the 
Unite<t Kingdom to anv poi't or |)orts in Xa'etoria or QueenS' 
land.” * 

Th(i value and dcsciitition of each shipmejit is andorsad 
on the policy, until the lump .sum is exhausted, when a 
new policy is eifccted. if any undeclared balance remains, 
a proportionate allowance- known as short interest is 
made tiff the premium, and either returned to the a,ssured 
or deducted from the premium payable on the next policy. 

Floating jiolicvie.s save trouble, risk and t^xpeuse. As 
each sliipment is inadc^, the assured has only to notify the 
lirokor Avho arrangc'd the policy : 

Pleawy, di?(tlarc off ()[)cn Policy No. 1 Pit? dated I ttli July, 
11).. . ; £870 Motor Parts, London to ih ‘isbane |)ci* s.s. CVoc,sfv.s‘, 
sailing from Royal Albcj’t Docks on the. lOth iiist., leaving 
a balanc(‘ uiuh'daied of £0,1 JO.” 

If tlie assured siiould forget to d(‘('lar(‘. a sliipment, and 
tlie vessel be lost, he would not be prr^vented from elaini- 
ing ; and the floater .saves him the tvoidile and exj)ei)se of 
etfecting separate insurances for eaeh shijinu'nt, and pre- 
paring a number of .sejiai-ate jiolicies. Any wilful conceal-* 
mont by tlio assured with inUmt to make the policy la.st 
longer would be punishable as fraud, and would of course 
invalidate the policy. 

Wager Policies.— A policy in which the as.sured .has no 
insurable interest is known as a “ wager policy ” or Honour 
Policy. Suck a policy is of no legal effect, but an under- 
writer wlio has agreed to become a party to it would Jiot 
fail to meet his obligakioii under it|[ provided the true 
nature of the transaction had been explained to liim. The 
ibotive of the agreement -may be expressed in the words : 
“ Interestcor no interest/' P. t*.l.” (pof^cj piDof of interest), 
“ Profit on 150 b/s woo'l,'’ etc. • ^ 
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Double Insuiance. — Whcfe two or more policies arc 
effected on tlie same adventure or interest, and the sum 
insured exceeds the indemnity allowed by law, the assuriMl 
may claim payment from the insinei's in such order as he 
may think lit, but lie must give credit for any sum received 
by him under any other policy, if he receives any sum in 
excess of the indemnity allowed by law, he is dt'erned to 
hold it in trust for the insurers ac(;ording to their right of 
contributions among themselves. 

Re-Insurance. — An underwriter who has acciejited a 
risk greater than he thinks priftlent to i‘etain may rc-insure 
the Avhole or ]jart of it with anotlier underwiiter. 
re-insurance policy contains a declaration that it is a 
re-insurance contract, " subject to tht^ same clause's and 
conditiems as are included in the original policy and to 
pay as [laid thereon.” 

Re-irisuraiices commonly o(a'ur in coirtiection with overdue 
vess(^]s, or vessels reported on lire or st.ramh'd. ll('|)oi*tM such 
as the following are jmblislu'd regularly in the pi*inci])al daijy 
newspapers : * * " 

TMC- r>i s n il A N< ; n ai a ji k i : t . 

So f;)r jVs could he nsn‘rj,aln»‘<l the rolN.nvinui ratrs wert' hidii" ));ud or O'JoC'd 
yrHtorclay al Lloyd’s. 'I'liis list i.s not. oHirlal. 

AA'Ssid, 

Hokn (,<?./'.) 

Wr.KT iMrODKN - 

IvF,NTr< KV - 

* West lnd>oden lias |»as,'^t‘d Old Mead ('1 Kinsak*. 

Till* S|)anisli sti-.-um r Olav.an 'ut^ wiiicli was U-portod in dislrrss 10 day.s nft«*r 
IfaviriK Tainpii for Santander, has arrivtid at tior destination. Ton pi'r rent. 
)iad bren (luoted for r(?^isnraiu*f‘. Salvors arc still tioprfnl of nlloatin^' thr 
llrinvura^'Ami, arcordiiia to the latest telei^rams, altlio;’«ih tlk*. cross bunkers are 
flooded, the hulkhea<is* arc apparenl.ly ti^ht. Tlio vessel, whirh represents a 
value of considerably over £200,000, »iovv stanils on the Overdue Market at r).') 
guineas per cent.. 

« 

I'hc premium for re-insurance of a: ship wliich is already 
a casualty may naturally tx^ expected to be high, but an 
underwriter wlurhas^ insured such a vessel may justly prefer 
to “ cut his loss,” by paying vlown a premium of 50% or 
more, to retaiifing' risk of having^ to pay the full amount 
if the vei^sel becomes a total loss. 


Yoyajie and ('asfiall y. 

Antofouasla, .l;dy ‘d, for I»<>rd!‘;m\. Left 
hiuiiliie .1 niy I 

Oalveston, .Tan. 1, for Livia pool. in lal . oO.Td 
N., lo^^^ 11. .'id W. Cariro «>n line 
Aden, .lime 14, for Fort Said. Ashore Mushe- 
jera, near (treat llanish island, Ked Sea. 

( 'openliaet-n and the Tyne, Dec. 20, for Ito.ston ; 
ashore Skirsa tfead, e.aithness. 


eiuiT^as 

per cent. 


r»o 

to 
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ExioRtrisE 9. 

' 1. How is in8iij*ance counoctcd with cornmorco ? (S.A.tpc.I.) 

2. (a) VV'hjvt is Lloyd's ? 

(h) WIiat is meant by deseri])ing a vessel A I at Idoyd's ? 

(S.A.tpc.n.) 

3. Describe the j)ur|)ose of the ‘‘ insurance slip and 
“ covering nf)t<\" is such a nasnorandinn as good as a full 
policy ? And Avhat are llie functions and responsibilities of 
the inarinv. insui'ance broker ? 

4. (a) To what stain]) duties are marine insuranci^ policies 
subject. ? 

(b) Explain the tenn “ Warranty " as ap])lied to mariiu' 
])olicies, and mention ivxamjiles. 

6. vShow if) what resp(‘(ds a marine insurance ])olic\' is 
com])lem('utaj*y t o a bill of lading ; state for what losses a 
Hlii];)owne]‘ cannot owide liability ; and detin(' tlu> extent of his 
liability. ( N. IT. T.tpc. inter. ) 

6. Explain : Subrogation ; Part icular charg(‘S ; (1/A Loss ; 
C/A. Adjust naait ; Salvage. 

7. W'hat i‘isks ai*(^ usually covered by a poli(^y of marine 

insurance ? (S.A.tpc*.!! F.) 

8. VV’liat eonsidi'rations might determiTie a slii})])er wliotiier 
to insure E.A. or K, F^.A. ? And in what maniua*, and })y 
wlidm is convjiensation obtained from th(‘ undorwiitei’S ? 

9. What mt'asure of indemnity is reco\ r‘rable liy a merchant 
in tli« event of (n) total loss, (b) partial loss of goods insured 
under a marine’ |)oliey ? How is a marine |)olicy assignable ? 

10. How many co{)i(^s of a l)ill of larling are usual ? How 
many are sta-mped ? What ar<' the usual piovisions of a li/L 
relating to cost of storage diu' to laboui* disturbances ? 

(N.U.T.tpc.ii.) 

11. \Miat is a floating policy of marim* insuranc(> ? 

^ (N.U.T.t])c. inter. ) 

12. Ex])lain.: Dpuble Insurance ; Overdue Mark(!t Fran- 
cliise ; Mut ual Oftic’c ; Proprietary ofiice. " 

13. Wiite Icttci* in proper form containing the following 

information: A large . con..^ignm cut of fancy goods received 
from Paris l)y a Manciiester wareFiouserr.an lias been partially 
damtlged througli transit, ‘'some damage* }:)eing caused by the 
railway company, and some by sea wattrr ; ‘the letter should 
descrilie the damage, aiai tlie exporter wliat steps Fie 
]>roposes to take. ^ (U. L.O.ce.4.) 

14. VWite'H letter declaring a slupment off open policy. 
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DOCKS AND CIJS1X)MS. 

Customs and Excise Duties. ))riiu‘ipal sources from 

wliieli the State' derivc's Hevemi(^ aix', in outer of importance : 
Property and Income Tax, Excise Duties, (tistoms Duties, 
and Estate Duties. Added togt'tlu'r th(\se four items 
amount in v"alu(> te^about three-fourths of the tot-al^revcmu^f. 
Property and fneome Tax and Estate Didtes are' includc'd 
in tlu^ category kno^vn as direef laxatlony l)cing (u)ll('et('d 
directly from the taxpayer or his estates Customs and 
excise duties are forms of indirect Laxation ; th(' consutner 
of dutiabhj goods is cliarged the duty indii'eetly, through 
tlie mercliant or producer, *and [)ays it in tlie ])rice iA the 

goods he buys. 

• 

Customs Duties ar(> taxes imposed on certain goorls 
imported into tin's country, knport duties an> Icn ied r>n Beer 
and Ate; Chicory, Cider and Pcri'y ; Cocoa ; Coffee; Curi’ants, 
Figs, Plums, Prunes and Raisins, drir‘<l or otherwise preserved 
without Sugar ; Sni**its, Lirjuevus, ete., and Perfunu'ry eon- 
taining sugar, glucose, molasses, saciibariTi, an<i artich'S 

containing sugar, ^.< 7 . fruit preser\ cd in sugar, niarmala(h^, and 
swoctened condensed milk; Tea Wine; To) )»#<:*(* o ; Chloral 
hydrate, (.hlorofonh, (.^_>]lodion, Ethor,*Ethyl ; Motor Spirit ; 
Playing (^arcLs. Ad valorem (that li^paccordmg to value) inaport 
duties are levied •on ^lotor Cars, Motor (X cles and Tricai'S ^ 
Matclios and Lighters ; Miisi«;^b Irfstruments ; oilier articles 
<lefined by th(‘ 1 hjaV<?*of Trade under the authority of the 
Safeguarding of industries •Act, 1021. • 

230 



240 TRADE, TRANSPORT AND FINANCE 


CHAP. 


Excise iiieliules (a) Excise dHtics adiiiiiiistcred by tho Board 
of CustoTiis and Excise, (b) Licences issued by tlie local autho- 
rities to sell Liquor and Tobacco, and Carriage, Dog, Caino and 
Cun licences, and (r) Stamp Duties ailininistercd by tho Board 
of Inland Rovonuo. Excise duties are chargeable on Beer, 
Chicory, Cider and F(\, ry, Clucoso, Ligliters, Matcdies, Patent 
Medicines, IMaying Cards, Saccharin, Snuff, Spirits, Sugar, 
Table W'ators centaining any sweetening material, and 
Tobacco. 

The British Customs Tariff conforms in th(‘ main, but 
not ontiredy, to the principU' of Free Trade, for which 
Sir ‘Richard Colalon and John Bright agitated and which 
was ostalilishod in 1841 -(> by the ( bns(U‘vativc (lovernment 
of which Sir Robert Peel was Prime Minister. Its object 
was to produce nwenue from inipoiT duties, icithout intc^r- 
fering witli tlic coinjudition of foreign [)rodu(s‘rs, who, in 
selluig datiablc goods iii our home maiLei-, iiiust naturally 
include in th(‘ prices Miey ask th(‘ amount of the duty that 
has to b(^ paid to th(‘ customs. 

Sl*K(UFic Di/TfEB, In conformity uith tlu.s |)rin(*if)le British 
imfK»rt duties are k^vaed (r/) <.n goods not produced in this 
country, sucli as Cocoa, (’ol’lVe, ’m-rants, llaisins, and JVa ; 
and (6) in tiie (‘ase of certain other goods, sucli as Beer, Spirits, 
vSugai’, and INayiug Cards, the inlluence of the tax on e-om- 
petitiou Ix^tvvecai homo and foreign prodiieers is countervailed 
by (‘orresponding Excise l)ut’(>s le\ded on. tho same com- 
modities produced here. All tlie commodities mentioned 
above ai-e subj(X't to Specifie "DiUicffy i.c. duties which are 
(diargeablc on tlio quantity. For t he . ^issossmont of duty, 
the goods arc weighed, measured or gaugerl by the Customs 
Aiitliorities, not b\' t he dock company or the impoi’ter. 

Aj> VALohUM Dm’iK.s, ,, Tn 1910 an import duty was 
levied on certain mauufaxJ tired articles of luxury, \vith no 
com Jerv ailing excise duty. This imuort duty applies to 
Clocks, VVat(^hes, Meclianically propelled Road Vehicles (not 
including commeri?ial vtbicles), Musical Instrumoiits, and 
component parts or accessorioB to such ardclea. The rate 
is 33?|% (Preferential rate iwo-thiiMs of full rate). 
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MovSt foreign ♦eountrios, irtcihuling the British colon ies, 
apply import duties to the protection of home industries 
(by increasing tlie pivic^e of foreign products by the amoifiit 
^)f th(? duty), as well as to the raising of rev^enue. Particu- 
larly liigh Protective Tariffs are in force*in the United States, 
(Canada, Frances and Oermany. The ])rinci|)le was revived 
in this countiy, afttT eighty years of free trade', by tlu^ 
])assing of tlu' Safeguarding of rndustries Act, 19^1. 

Bkittsh pRO'rncjTiVE DuTinsf d'lio first (id ml. duties, 
introduced during flu? war of 1914-18, \^'el•e not intt'uded as a 
irrotective measure ; tlioy werc^ imposed in oi'der to ,sa\a^ 
ship|)ing s))acc tor c\ss(ai(ia] su])|)li(‘s, arid discourage exfxaidi' 
ture abroad on commodities lliat (‘onid j)e dispcaised witli, 
or pay the lax wil tioiit weakening the economic condition r)t’ 
t he country. I5ut after ttie war lower rafi^s of duly (specflied 
in the oHieial list in th(‘ <‘olumn headed ‘‘ Preh>rimtial ’') w<m'(‘ 
introduced in favoi^r of dll duliahle goods impoidtMl from tlw^ 
Britisli ('olonies, and in 1921 the Safeguarding of fnrlus'Trir^s 
Act (h all a heavy blow to free trade in this eonntrv. 

Th(‘ lij’st })art of the A(‘t rc'fers it) the Safe(;uaiii>jn(J of 
Kfy Tndcstriks, and pj’ovidea that a customs duty of 391% 
ad xmlorem shall be paid on imported goods of certtiin general 
descriptions set out in the scIkmIuIo, not Irciiig goods (‘onsigiied 
from and grown, produ(tf5d •or manufactured, in tlie IJritish 
Fmpire. No dotinition of “ Key Jndnsti'ies ” is given, but 
^be term is commonly' uHed to denote those industries wbieh 
are concerned in tlie ])rodu(4ion. of articles essential to manu- 
fa(;tui-e. The sfdicdiilo at tho*end of tlie Act includes optical, 
laboratory', aj\d other scientific instruments and eepupmont, 
magnetos, arc-lamp carbons,* liosiery latch needles, tungsten, 
and (iertaiii chemi^ials. 4.410 Board of 4>ado issues lisks 
(obtainy.ble at His Majesty’s Stationery ptlictt) defining the 
article's which aro to bo taken as falling under these general 
df3Scriptious, 

The second part* of the Act has for nts object tlio so-called 
Prevention of DirMPiNO, and pi;ovides for the imposition 
of a duty on any gc^ods other than articles of food or drink 
manufactured in a country outside the United Kingdom, wherf? 
it can be shown «tlA.t tWlch goods are offered for sale i^;^ the U.K. 
at prices below the cost of»prodiictioit, or at priges which by 
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reason of depreciation in the valne in relatioiifto sterling of the 
currency of the country of manufacture, are below the prices 
at^ which similar goods can be profitably manufactured in the 
United Kingdom. Complaints regarding “ dmnping ” are 
received by the Board of Trade, but orders for the imposition 
of duty require the approval by resolution of the House of 
Commons. 

The basis for tlie assessment of all ad valorem import 
duties is the c.i.f. value (p. 320), or, if the goods are im- 
ported for sale on consign meht, then the Latest market value. 

Dumping may be defined as tJie practice of manufacturers 
of one country selling in a foreign market cheaper than at 
home. In times of trade depression, when a factory is not 
working up to full capacity, a manufacturer may bo reluc- 
tant to reduce pri(^e.s at home for fear of spoiling the market 
for his whole output ; but in selling to foreign markets 
he does not need to be so scrupulous, especially where thc^ 
price of che arti(*le in the country to which he is selling is 
already increased by the imposition of an import duty. 
Apart from the abnormal conclitions ereatc^d by depre(‘iaUMl 
ex(;hanges, eirciimstances may arLs% under which a manu- 
facturer in one country may deliberately sell to other 
countries at ])rices below the total cost of production, although 
of course such action indicates an unhealthy state of 
trade, and would not be profitable as a permanent 
business policy unless the producer were assisted by a 
States bounty. 

Dumping may occur whop much capital has been 
invested in an industry to buy expensive equipment which, 
in times of bad trade, should be used even though only a 
slight margin may result towards payincnt of interest and 
maintenance. It may even be advisaliio to sell for a time 
at no more than Prim© Cost,^ i.e. the extra cost involved in 
producing an additional quantity without any allowance 
being made for fixed establishment charges, as where for 
instance a large amount of labour has been secured, which 
must be retained during’ a depression Tor times of greater 
prosperity, or where it is necessary to resist the invasion 
of a market by price-cutting eompetiU>rs.’ , 

^ Principks and Practice of B'usineasy p. 143. 
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Bounties. — ( Vtaiii Contiiiental industries {e.g. tUo pro- 
duction of beet sugar) have been encouraged by State 
premiums known as Bounties, paid to exporters, 
bounties are awarded by the British Government. 

The Custom House. — The activities of His Majesty’s 
Customs are of two categories : (i) Revenue functions, and 
(ii) Non-Revenue functions. The Revenue functions con- 
sist of : 

1. Collecting Import Dulicfi (^h(U’e are no export duties in 

the Brilish tariff). 

The Non-Revenue activities include : 

2. (Jollecting Statistics of imports ai^d exports for tlie 

Board of Trade. 

3. Enforcing certain Government measures ; the 

stoppage*, of goods infringing the Merchandise Marks 
Acts, or Copyright^ or of improper literatuiit^, lottery 
advertisements, etc., and the control of goods to 
whicli Import or Expoid restrictions are applicable. 

4. Assisting the State and the Port Authorities in 

(а) the enforcement of Health llegulations ; 

(б) the collection of Tonnage Dues (for tlie liso of th(^ 

port) ; . 

(r) tlie collection of Light Dues (for maintenarfee of 
buoys and lighthouses by Trinity House) ; 

(d) tlie enforcement of Board of 3>ade Regulations, 
regarding the engagement and payment of 
Crew, and the safety of the ship as shown by 
the load-line or V Rlimsoll mark.’' 

Special formalit:*»s apply to : 

(a) Ships. ^1) Entry and Clear ancT> Inwards ; 

(2) „ „ Outwards ; and 

(b) Cargoes. (1) Importation of Free Goods ; 

(2) „ y Dutiable Goods ; ^ 

(3) * Exportation of Free Goods ; 

(4j „ , Dutiable Goods ‘^unde^ 

* ••Bond ' —for exemption froi)i duty, or 
on drawback. • 
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CLEARANCE OF SHIPS. 

'Health Regulations. — Any vessel arriving from ovei'seas 
off a [British port must be boarded })y a Health officer and 
obtain from him a clean Bill of Health before she is 
allowed Pratique, i.e. permission to communicate with the 
shore. 'Lliis does not apply to coasting or channel 
steam ers.^ 

'riie. luialth nfrieor inquires ^rhetiuH* the eaptaiTi got praticpai 
at the last port of c*all, and whetlier tliere ha ve b(M3n any cases 
of cholera, yellow fever or other contagions diseases on hoard. 
If tfie re|)lies are not satisfactory, any infected ])ei'S()ns are 
removed to an isolation hos|)ital on sliore, and the v essel Is put 
in (jiiarantiyie ; the holds and cabins are fimiigated, and all 
necc^ssary precautions taken. While in quarantine tlie vt^ssel 
flies a. yellow Hag ^ to warn boats from the shore not to 
approacli . 

The Report. — A ( ■ustoms Preventive OUleer tlien inspects 
a list of tin) cargo, and all dutiahle store's arc put- nmler seal 
until the ship is ready to sail again. 

M 

Passtaigers’ luggage is removed to the (^istom Eouse^ for 
inspe(;;tion, and if any refuse to pay duty the goods are put 
into the King’s Warehouse, and, if not claimed within a certain 
time, sold by auction, tlie proceeds going to tlie State. 

Tlie captain must at once proceed U) th(‘, ship broker’s 
or agent’s office and report.” The report (l^^ig. 15) is 
written out by the agent on a special form obtaiiKHl from 
the (J.H., and in the presence of the captain. 44ie captain 
may appoint one df his officers to report for him. 

The report is given acRotation Number, (say 1447/1922), 
which is inserted on every Customs document used in 
respe'et of the ship and cargo until thcrship sails out again. 
Each ship aniviug at the jxirt is given a consecutive number 
front the 1st January of okcH year. , 

^ The letter Q of the IiiternaEonal code of signals. 
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TiiWrn. Cat 

lb 

I’nrtiiniad Spirila 

. gall* 

0.8 

lb 

iiaRCbariit . . 

Qt. 

H DoiuaiiuM 

U- 

Tea* 

lb 

f, Cigari’lloa 

lb 

Wmo 

gall* 

1 ■ 

Ih 

Clocka . , 

nuniVr 

i.igBra j 

0 uni bar 

( ^hroiionirtera 

nuihbri 

Cordiala or Llijnconi 

galla 

gallii 

Mii.iral 

InatrunianU 

jnunihar and 

Idea, iiplioii 

Nomber of J’odai'llgoni (! 

il any) Ilritiali 

Alien 

Ta 

Filula* Namaa 


• 



Sundry fn« dui/i 

J(u,k 1. I 
f^opynijKl Wnrlit 
I.ira 8l(«'k 


At what SlstioD Sliiji Iying___ 

Kftnl’i Nul» aod AilJr'im ^ 

irv that lha aKoip U a joat IU|kicI a( my Hbip and «( tier Adin)^ and that Ilia parlirulata ihaimii ii.aari'i ara 
:Bt at my kuowirdga, and (biU I have imi broken bulk or dalirenid any Oooda out tif my aaiiJ bIii|> ainca bar rj.;[iuitura 
^ , tka lart Pumgo idaa of Loading.;, * rtfept 
(Hignad) 

Uattr. 

M'land ihii daj of t!Kl 

Id lha preNora ol 
tCouiitanJgard) 

• , P'O Cvlrtti’r 


I^iG. 15 . — Customs Hetort Form. 

• • 


Tonnage Dues arc levied bjy Jhe port aiithoriticB on all 
vessels arriving *TrofPi or leaving for an ovei-seas j)ort. The 
toll is reckoned in penct^ per ton o^ the ship’.s tonnage (as 
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ascertained from the Ship’s Ebgister kept V'v the captain), 
plus the deck-load, if any (which is measured, and entered 
on'a Deckload Certificate). 

Light Dues are calculated in tlic same way. 

Entry Inwards consists of the signature of the Rej)ort by 
the principal clerk of the Reporting Olliee of the C.H., after 
payment of tonnage and light dues. 

Clearance Inwards. - -’’Idie ship’s Articles arc then deposited 
at the Mercantile Mariiu'. -Office (a department of the 
Board of Trade) at the })ort, showing the names of the 
creWj their wages due, and conduct marks, ft is at this 
‘‘ shipping office,” as it is called, that the crew are paid. 

After discharg(^ of the cargo the ship is again boarded 
l)y a Customs Run) magi ng Officer or Jerqiier^ and a Jerque 
Note given to sho\w that all dutiable goods have been 
declared. On rec(‘i})t of the jerque note, tlu'. clerk of the 
sliipbroker lodges at the Custom House a final inward 
Clearing Bill (certifying the surplus stores allowed to remain 
on f)oard), and Clearance Inwards is completed. 

Ill piaeti(;e the formalities and documents involved are 
mort^^ numerous than would appear from the aliove brief 
description. 

Captain’s Protest. — Soon afteV arrival of a ship tiie 
broker’s clerk accompanies the captain to a Notai’y Public 
to note protc^st,” i.e. to make a declaration on oath as to* 
any events that may have occurred during the voyage. 
This is done to protect the owners from claims for damage 
to goods through no fault of th6ir own. The captain may 
also protest against charterers’ not havnvg adhered to the 
terms of the cKartei-party, 

Entry Outwurds is made /)n an Entry Outwards Form, which 
the captain of the vt*ssel signs. It 'states the name of 
vessel and master, port <?f registry or, nationality, regis- 
tered tonnage, destination, date of entry unwards, where 
ship is lying, if any in ward cargo still remains on board for 
export, if ship commenced loading at Sny other port, and 
the name and address oi her brokte. At the foot is stated 
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the distanoe fro^iv load-line to main deck (as shfSwn in the 
ship’s official Load-line Certificate). 



No. 10 (Shlo). 

Master’s Declaration and Stoics Content for Vessels 
Outwards with^ Cargo. 


Sfiiling vessel 

Official No. 

Rot" No. 

StcHiu ^ esticl 

No. of Register 



Date of Registry 



Port of 


Ship’* Name und Dwitujaiioii 

N.iinNT 

of 

'IViu 

If Hritiah, Port of 
Kof^iatrj ; if Fori>i(*n, llio 
Cwwtry 

Nmnbi'r 

.>r 

Crew 

j Namo of Milter 

With 

r*- witlioiU 




1 

• 

• 1 



I, , Mtwtcr of iho elx)ve-i>ftmc/l Vcss^jl, 

do ileolan' that the particulars sot forth in this fonii fire trim and cori'ect. ami thiit 411 the 
ri'.qiiii'pmoritP of the Mcrtluuit Shijipiog Act* re.-»j>ectiug Outward-bound Sliijw Imvo k^eu duly 
complied with, •arul I hirther decloro, that it w not iutondod tliAt auy r.iml, or otJmi' stores or 
goods, shall k caniod as Deck Cargo,* and I horoh) imiksrtakc that if Clourance is now granted 
ainl any Dock Cargo » can'icd, I will foiUiwith pay nuy furilier due*, whirl) may k'comu 
payable by rcasi>n tlwroof « 

I Imreby nominate and appoint , of 

• to be and act as my Agonl in all mattera relating to the Cleannicc of the said Shiji I'cquinid of 
me in that respect by the Custoifis Acts, holding myself rus^ionsiblc fur las acts in such luattcm. 


Signed and declared tJiia day of 

192 , in die presoneo of 

pro CoUoetor of Customa 
^*nd Exoae. 


iioKter. 


Address 


Dots <4 Ctsar^s*^ 


Clearing Oficer^ , 


(Sigticd)^ 

I9i 


Agent for the Hasler. 


• i^{For Stores Content sse back.) 

no. 16,— MASTHU’S DiSitJLAEATlON AND STORES COUflJMNT. 




No. '^46 (Sale.) [Revised Fldition.] , ENTRY FOR 



V arehoused in { Warehouse, and declare the above particulars to be true. 
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Outward Dues. — Fui*ther tluiriago ancD light dues arc 
payable on sailing outwards loith mrgo, but vessels leaving 
iii^ballast pay no light dues. No tonnage or light dues are 
payable on spa(?e oc^mpiod by bunker coal required for the 
ship’s use. 

Engagement of Crew. This is done at the Shipping 
Oilice in the presence of the Superintendent, who also 
examines the Board of Trade’; certificates of the captain, 
oOicers a^id engineers, and gives his a.a. Certificate, stating 
that these are in ordt‘r. 

Victualling. — ^Although no duty is cliargc^alihi on stores 
for use on board, all surplus stores are ])ut under crown 
locks Avhile the vessel is in i^oid., and special permission has 
to be obtained to load dutiable stores out of bond or on 
(Imwbarlc. The Ct^.ptain is given a Victualling Bill, enumer- 
ating the dutiable , stores remaining on board '‘ under seal 
as per Jenpie Note,” and those wdiich he has becui authorized 
to take on lioard ; he k(M‘ps this bill in rciadiness for any 
[/retentive oificer who may board tlu^ vessel before her 
final departure. 

Clearance Outwards. — In order bo get his vessel “ cleared 
outwards,” the captain must sign a Master’s Declaration and 
Stoiyjs Content (Fig. !()), and produce the Ship’s Register, the 
Outward Light Bill, the “ A.A.” (Certificate, and the 
“ Pratique ” (i.e. the bill of Ijealth to the port whither 
the Vessel is bound). A card called a Clearance Label is 
obtained at the Clearing Outwaixls Counter, and attached 
to the Victualling Bill and Pratique by means of a paprfr 
fastener and Clejirance >SW/, also obtainable at the Custom 
House. 

Clearance outwards consists of the signature by the 
Customs Clearing Oflicer of the Label, Victualling Bill and 
Pratique, after ascertaining that all tffc particulars in the 
declaration are fiorrec;t, and that the* dues hat^e been 
paid. 

Specification. — Witliin six days of departure, the broker’s 
clerk must hand in to ' the Statistical Department of the 
'Custom House a Manifest ^ containing a detailed specifi- 
cation of. the cargo, and a Bunker Coal^Oeriifleate. The mani- 
fest is compared in the statistical department with the 



entry for free goods. 



Fig. 18.— Entry for Free Goods. 
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Hoparato specific ations (p. 260) hauded in* )\y tlic^ sepaiate 
shippers of cargo by the. vessed. 

ENTRY AND CIJ^ARANt'E OF CARGO. 

It is not possible to giv^e in ojie sliort chapter an ex- 
haustive statement of Chistoms Formalities, })ut the above 
and tlie "following irulications show the main features. 

Entry.- — Entry of all goods importtul must Ix'. madc^ at 
the Custom House, in the ‘‘ Long Room,’' (a) before the; 
goods are unshippcMl, if thc^y ar(‘ liable tf3 duty, or (h) befoie 
th(‘y ar(' ?*emov(‘d from the (juay, if they are " frece” 

'IMie forms of eVntry, which vary in detail according to 
the nature of the gv)ods and wludher thc^y are for immediate^ 
consumption, wai’(‘h()using or tiunshipment, must in every 
wise sluiw^ particulars of the importing sliip, a (U^scaaption 
of the goods (in strict accordance with the olTieial Import 
List), the (|uantity and value of the goods and the c<.)untry 
whence thciy were consigned to the United Kingdom. The? 
prii)ci|)al forms of entry are : 

Enti’A^ for Free Goods (Fig. LS) ; 

Eiitry for Free Goods in Transit on thi ougli Bill of Lading ; 

Entry for Home Use ex-Ship ; 

Entry for Warehousing (Fig. 17) ; 

Entry for W'arehousing at another I^ort or Pla(‘e. 

Special forms of cuitry are used for goods lial)le to ad 
valorern Duties. One of these forms (h^ntry for Home Usc‘. 
ex-JShip of Goods liable to Ad Valoreirt Duties) is shoAvn in 
Fig. 19 on the opposite page. 
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■o. 107 (Balo). 

xomoN j 

ENTRY FOR HOME USE EX-SHIP OF GOODS LIABLE TOj^ 
AD VALOREM DUTIES. 

Port of { Dock or Station 

I mportation { 

Namt and Addroto ( a 

of (b) Importer ( ^ ~ 

Nam* and Addrtae of ( 

Martkani yayiitg the Duty f " " 



I « of <" 

do Imroby ibvdarn th»t I sm the Importer or duly authorued Agent of 

vdto ie the Jmjtorler of the goo<lg conltiucd in tkw bill oi entry and that 1 enter Uu> goodii thereii^ vtateit a* 

l(00(la charged at value at thn vum of ____ _ 

axiJ I further declitre that tbu quantity, dfii('ri|>t)')n, value, anJ other particubun above atuied are true 




Dstixl thi» day of_ 

Declared in my preaence, * 


(Sq{n<Hl) _ 


Importer or Agtiil."’ 


Collector or Ofterr of Vuetoma and Excue. * 


The arieinal is 
by. JftLimp, 


w Iv^tbi-r wiUi tU ■leKriuU'Hia ■) 
deuil* uf Itifl guniU (if eacb damn] 
w to he tdtnnuiil 


deiiqn)ithil> H 


(a) The trade nana (if the ertudi 

the OArial Imyort. LaL 

ha pryeated with thia eutiy. _ 

nroducr a eomplrra cayiy lot letc.'Wiiu by the Offintr of Cuatuina aud Baeiae. Heparato ntuea oiuat 
be (iveo Ur eaeb di!aen|>tH» of gotala 

<h) The oonaiKiKa' la the laat owner of the gooda at the plate from a*ieb they warn pirocuiad ; and the 
ImpoaVer la thn paiaon by whom they wma •' porurad fnen the iwnaiKiuir 
(c) The vleea whaaoe the fooda were ounaipied ia uot naoeaurily the |ilan> of on^o, but it la the pUoe 
fnen aihiofa lha gnida wiwo jproourrd by tha (rppniler, >.a., the |ilm of laat owuerahiji ^ 

I. the value reifulred to ba atated 


(d) U lha 01 

freight and u 


whether 

pioo V 
gapidie 


a qin.led prioe a 
. Vr wou)^ 
le port uf in 


XoUM.— O ader aeetkjo IdH of the 
let, IOI&, a pealty la mi 
auharnhr.d any fahe dn-lvi 


iming to act at ag«Dl fur aiiumporter oiiiet irndtaw 
whoaa behalf ha i^iuia to act. 

'loiienliiiftiou Act. 1)1711, and ivicti 


wntton tuUierity f 
91 111 uf tlie Fuianca 


OoUpctur* No. und Dhie 


Flo. 19 , — Entry for Home U^e Ex-Ship. 
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Official List. — 'Jlie following m an e^-tract from the 
Official Import and Export List, which may be purchased 
from H.M. Stationery Office, cither directly or through a 
bookseller, price Is. 

I^OTB. — ITeadinga marked “ I ” apply to Imported goods and re-exports thereof. 
Headings marked ‘‘ K ” apply to t*,xx)oited goods, Unit<>d Kingdom prodvieo 
and mannfaetnres. All other headings api>ly to both imT)orts and exports. 


DRINK, AM) TOKACeO 

Unit of 
. Quantity. 

Group (K).- -OTHER FOOT) AND DRINK, 

DDTIAJiLE contd. 


E Beer and ale - - • hi. of 36 gall, of a specific 

gravi ty of 1 055 d egrees . 

j f (diicory, raw or kiln-<ifi(Hi - - - cwt. 

^ \ Chicory, roasted or ground ... - lb. 

E Chicory, tuaN' or kiln-dried . - . . ewt. 

E Chicory, roasted or ground 

, In bond cwt. 

Not <;n bond t*w'. 

Class Id. ARTICLES W HOLLY OR Unit of 
M ATNLY MAN UFACTURED- confc/. Qiiantitv. 

Group (R). VEHICLES (INCLUDING 

LOtJOMOTJVES, SHirS AND 
ALRCRAF'J')- cord//.— 

^Road, mechanically propelled -contd. 

Motor cars, niQ.-- conUl. 

( -ommercial vehlcle.s (including jiassenger, 
scavenging and special .service vehicles) No. 
. Afolor cych^s and tricars - - * - No. 

Tractors (incl tiding steam-rollers) - - 

Agrlciiltinal No. A ton 

Other No. A ton 


Note. — 'Tlie rates of import duties shown are tlioae in force on the 1st January, 

1920. 

It will be noticed that the list shows the amount of 
import duty , on each class of merchandise, as well as the 
official description and the manner in which the quantity, 
number or eight is to he declared. 

Landing. — The importer or his agent must furnish two 
oi'teore duplicates of the entry, whether for free or dutiable 
‘goods. The Customs Officer decides how many copies are 
to be delivered, and may require the ifnpdrter to produce an 
invoice, billof lading or other dociiment relating to the goods. 


( lass I. -F(y,)D, 
— comd. 


Rales of Duty on 
Importation, 


Full. 

I’refer- 

cntial. 

£ d. 

£ a. d. 

1 19 S 

( Fiv(v 

1 sixths 

0 (1 6 

of 

full 


1 ral(^ 

1 331 per 
- cent, ad 

1 vedorem 

Two- 
t birds of 
full rabi. 
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Goods not liikblo to duty* are entered on an “ Entry 
for Free Goods.” The original, larown as the Warrant, 
serves as a warrant for delivery of the goods to the importer, 
and should be transmitted to tlie examining officer 
on board the ship, or where the go(ids are landed. The 
goods are released to the importer provided they prove, 
on examination, to be free of customs duty, and to satisfy 
the regulations referred to on page 248, § 3. If th^^ examin- 
ing officer suspects that the gr^ods contain alcohol, sugar, 
or other dutiable ingredient, he places them under stop, 
samples them, and submits a samj^le to the Government 
chemist. If they contravene tlie Merchandise Marks Act, 
or any othei* Act or regulation, the g(vods are withheld 
pending directions from tlie Board of Giistoms and Excise. 

As regards dutiable goods other than goods for immediate' 
transhipment for foreign destination, either [a) the duty 
must be paid at the time the entry is made, or (6) the goods 
must be entered for removal to a l)ondod warehouse. 

All duties are by law payable in British currency. Pa}^- 
ments are accepted immediately in the form of guarantV>ed 
cheques, or of Bank of England transfers. Payment by 
unguaranteed cheque is not finally accepted until the chjeqiie 
has been cleared. 

* As all dutiable goods liavo to be imtered before they are 
unshipped, and for the assessment of specific duties all 
goods have to be weighed, measured or tested by the 
Customs Authorities, it follows ’that where goods are 
required for immediate consumj)tion the ei|try must be 
made — and duty {)aid on it — ^jirovisionally, and subject to 
modification after landing and ^official verification. The 
first entry (on the’fopn headed “ Entry for Home Use ex- 
Ship ”) is called the Prime Entry, • If the true quantities 
are found to be more* than those catered in the prime entry 
the excess is enteted^nd paid on a second form,, identical 
in other respects with thBe first one, and called the Post 
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Entry ; if less, the difference is entered f)n an Ever-Entry 
Certificate, and refunded to the importer. Goods arc in no 
cutse delivered to the importer until payment of all duty. 



No. 14 (Sale.) 

Landing Order for Duty Goods. 


Office, 

Tu Mio 0(Hrcr or Wafrhor of Customs jiiul Kxi isfl 

lu of thf Ship 

From _ 

Stiition whore lyiug 

Senif in eliftigo of nn Ollitvr or Watcher of (?n«t«nin 
Hful Fxcise, or othorwisi! July sw'urcd, to he delivered 
into the Custody of the proja*r Otricer at 


Mark 


I><-M’ri]ilion of I’acksfros anil 

























Officer. 


20.— Customs Landino Order, 

o 

If the importer does not wish to taJfe immediate delivery 
of the goods, but prefers to have them stored in a 
bonded warehouse,’' bemuses an “ Entry for Warehousing,” 
or an “ Entry for Warehousing at aiioth'eroport or, Place.” 
The Warrant is signed by the collector and, with a Lauding 
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Order (Fig. 20), gLuthorizes the exaininiiig office to examine 
and allow the goods to be landed for warehousing, or 
conveyed under bond for warehousing elsewhere. 

If the importer wishes the ffnal examination to take place 
at another wharf, he states his request on the entry, and 
the goods are conveyed to the desired station by bonded 
lightermen, or bonded carmen, as the cas(^ may be. The 
customs officer in charge of the ship luinds tht; lighterman 
or carman a Lighter Note, or a Cart Note, addres.fed to the 
officer at the station of discharge (who has received a copy 
of the entiy), which he shows on arrival at his destination. 
In this way the responsilhlity of the lighterman or carjiian 
for any disputed packag<‘S can ])e strictly enforced. 

In every case a copy of the entry,* called the Bill, is 
retained by the Customs Collector or Registiar-, (compared 
with the items eontaincHl in the shii)’s j*eport, and forwarded 
to the statistical d^q)artment for use in compiling ^hc; I^oa/d 
of Trade im()ort statistics. 

H the import (‘I* has not rec(‘ivnxl sufficient invoice, bill of 
larling or other advice from which the (juality, quantity or 
value of the goods may be ascertained, he must till upland 
sign a Bill of Sight (Fig, 21), and make a complete entry as soon 
as he is in possession of the necessary information.^ The 
Bill of Sight is used only for goods Fnte of Duty or for 
^Wa7'eh(m6i7ig, and sei-vcs the sole purpose of allowing the 
Officer of Customs and Excise to authorize the goods to be 
landed. The importer is aJlo\^ed three days in which to 

perfect sight,’’ but if he is not able to do so within that 
time h(? may apply for an extension. * 

Bonded Wareho^Tses for the use of importers generally 
are provided, not by the customs, but* by private under- 
takers, namely the dock coinpanms and independent bonded 
warehousemen (see (oot of p. 158). ^Dutiable goods may be 
entered for an}^ bondf'd warehouse approved for such goods, 
and may remaiii th?ire for any length of time. 

The bonded,.^\'a^ehouses ate a convenience to merchants, 
inasmuch as the merchacits are enabled thereby to deal 

M.T. H . 
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in a greater* value of goods than they could, afford to handle 
if they had to pay duty immediately. 

No. 21 (Sal«). 
f R«Ti8*p Bomoir.] 

BILL OP SIGHT ^ 

Port of 

Dock or Station 



^Importer’s Name ) 
and^A dtlreBS ( 


i; 

Ship't Nftme 

Botetioo 

No, 

I 

l)9te of Bopart 

Maeter'a Name 

Port or Place 
el tbioBBent of 

Good* 

] 





Marka 

Niunbort 

Number cl Package*, with tb« beat Deecriptiaa ai the Good* 
the Importor ia able ko git* 


1 



Name aud Address of ^Consignor 


, t of the Goods above mentioned 

do h^^by de^re that I have not (or that tq.tho best of my knowledge he has not) received 
sufficient Invoice, Bill of Lading, or other advice from whence the Quality, Quantity, or Value of the 
Goods above mentioned can be oscertaiuod. 

Dated this day of I <> 


(Signed) 

IrniportuT pT hit Agent. 




Golleciar, 

t The «inil*no» O the UK g»n«r of tL« goMi at Uia plaea froia tbor WM» pioci>T*d : aod tba 

J “ ‘5®1 ‘'""’7 •ddrawei of iIm cuiid«iK>r and liuportar ouuot ba pren when ti 
m/ moM M nppUed bofetre th€ food« Bfi deUvtrtd. * 


t /mdo D : Pabliih«tl bj Hm Maj] 

OPFICK lift ib4 foUomikft tUdroMM : Itaperl^J Hqum, 
tf ftacbdrt«T j 1, St. Andrev'i Crsteukt Oaidlfl “ 


Customs Code, V&L'IJ., Part II., -par. 37. Set. 


9 Sranoifwr Orrws; and to be pimhaard thit>a{b aaj ItooknaUfr or dlnotH troa H.M. STaTIONRBY 
“ - 'louae. Kinfjiwaj, Ixmdon, W.C I. and SB. Abi< 'oo Street, Londoo, S. W. 1 ; STf, Peut Straet 

i #S, Porih Street. Bdinburgb ; or from ^ PONaONBT. Lm., 110. Qnmw DnMia. 


, . ^aONBT.ry;D..110. Qra«.«[iue;t,f»nWl#. 

/Vm« fid rut per gum o/ 4B fWnu. 

PHoU(* under tbe authority oi Un If aWTt'a SraTtuNSn Ornna 


^ Fid. 21.- Bill of Sight (Front). 

The duty may consitloraldy exceed the c.i.f. value, as in 
th(*. (‘iXse of Wine (fir/, to per gallon), »Rum (£2. 10s. 4r/. to 
J52. 15.S. 4r/. per proof gall.). Cigarettes (IC.s. fir/, per lb.). 

The owner of goods in bond has fri^fe access to them for 
weighing, ga^iiging, blebding, packing or any other purpose, 
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blit he cannot rtrnovo them but of the Ixuided wareliouso 
until he has paid the duty. 


P<irt of Importotioo Dock or Swtion 

ImporterV Name » 
and Addreea { 


Ex. 


of Sight. 


Dale, of Report 
Rotation No. 


risM ud etwdtf; uf 


Kin^dpai t«t Uniuno- 
hBtai«d IMiMm ktid 
Spiriti only 


KiunbMr of fuc^tgm, quantitT in 
worda, and deacription of eoou in 
aooofdanoe nith the Official Imnort List 


* Name of place 


whence gneda 
oonaigned 

t Value 




Ccrti6ed coireot, 



To the Surveyor 


Sir, 

I requeot an extension 


of time from 

If 

to perfect eight. 


in order 


Pto • 

tf.l).— The declanliuD nual be added in MS. l^ia form la to be Bda]ited for Free or WarehouiinA Entry. 

* The place whroce tbo goods »eFa conaigned is nut mx-iaUInly the pUceaf ongio, but it is ihe place from wbicli tho goods 
were procurrd by the importer, i s., tho pUoo of last ownerahip. 
j (1) In the C4M ol goods wUich ar/^ptaicibU at a quoted price, the value to be stated in this rntr; ahould be the prime 

. J ccet, with the freight and inaorance added (“c. i. f.” Talue). 

' [ (2) When the goods are coiiiignod for aale, the value to be given should be Ibe latest salt: ralqf of such goods. 

• * 

Fig. ^Ia,- r»jr,L <>♦' Sjght (B.-xck). 

• * 

Travellers’ Effects^— Small quantitic's of tobacco and 
other consumable articles^ imported by passengers for their 
own personal us» ar^ admitted free of duty, and clocks, 
watches and mus^al instrumQi]^:s,* being ho7ia fide personal 
or household effects *oi travellers, are also admitted free 
under certain conditions. • * • 
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Unpacking and Re-packing. — By law the unpacking of 
all goods for Customs examination, and their re-packing, 
must be performed by, or at the expense of, the importer. 

Excise Regulations. — Distilleries, breweries and glucose 
factories arc under Excise stirvey. Spirit and beer duties 
are the most important items of excise revenue, and the 
manufacture of both is closely supervised at every stage 
by an E:^cise Officer stationed at the distillery or brewery. 

Tlio ainoiiiit ej‘ ah'oliol in' beer being ec)inpar‘atively sniall, 
the home pi’0(lvi(;t is not it is removed from tlie 

breweries under an Excise Permit^ and the duty is paid }>y tlie 
))rewers every month. 

Spirits, which are su}\j(>cted to cxcoodingly heavy duties, 
are removed afteiMuanufaeturo tn th(> Distillery AVarehouses, 
from which they may bo rcanoved {a) on payment of dut\% or 
{b) under bond, by moans of a Removal Warrant. 

if for home consujnptionthos|)irit is couv^oyed, affoj* j^aymont 
/)f the duty and issue of a Permit an<l (Uirtillcaie of contents 
dnd strdiigth, to Rectifiers and (/ompoui’iders (for flavouring, 
sweetening, etc., again und(M* Excises survey). A Permit and 
( 'ertificate must accompany the goods wliorc'vcu’ they go, to 
cMvable the l^ixcise offic(u* at liestination to sec that the merchant 
lias not in his possession any more spirit tlian tliat wliicli 
is (?,ntitled toliave. 

if the spirit is required for Methylation, it is removed to tlio 
methylators under bond, and uud('i*goes the process (mixture 
with' wood or mineral na])htha) under Kxcist' survey. Methy- 
lated spirits are free of dut but must bo accom]janied }:)y a 
( 'ert ificate on removal to tlie deafer or retailor. » 

Excisable goods may he ex^ported on drawback or under 
bond in much the same way as imported goods liable to 
customs duty. 

Exportation. — Export goods on which no dra\vback of 
duty is claimed, and which arc not removed for export free 
of duty from a bonded wf? rehouse, must be entered with the 
customs on a “ Specification,” which - is deliverable within 
six ^days of the elearahee of the exporting vessel. The 
'information required W ))e given on the specification 
(Fig. 22> is similar to that required tin import entries, and 
includes thv> country of final desftination of the goods. The 




Fig. 22. — SPEariCATioy for Irish Goods only. 


(Jll A P. 
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flescription nuist bo in aocordanoe with t)jo otTioial ox[)ort 
list. Special forms are used for : 

Ibitisli and li ish (loods only, (vxccpt Coal, etc. 

Eoi’cigii im<l Colonial ]\l<a*<*handiso fro(> of duly in tiausit 
on Tlirou^li Rill of Lading ; 

Lor(>ign and Colonia.i' ]Vlcrchainlise free of duty, or on \A liicli 
all duti('S laivc been paid ; 

and other jnnpostvs. 8|)ooitioations, together with the 

Manifests referred to on p. 25(1, are used for the compilation 
of th(^ Hoard of dVad(‘ Statistics of Ih itisli lAx polls. Duti- 
al)le goods c'xpoi ((mI under Hand ar(i entered on “ Shipping 
Bills ” (Fig. 28) and other docinnents. 

Drawback. Diitiabhi raw mater ials (h af toba(H*o, sugar, 
etc.), im[)orted for manufacture must be. duty-paid on 
importation, but (*n tlu^ ex|)ortation of r(isultant manu- 
factured lu’oducts a drawl)ack " equivahsit to the duty 
liaid ojy the materials is allowable, ^subject to certain 
conditions. 

Similarly, a refimd of Excise duty is allowed on thcj 
expoilation of commodities which have sutfered Excise, 
duty. According to circumstances, the refund is called 
duMonis DrairlHick or Excise Draivhack, Exporters of 
dutiijble or* excisabh; goods ai*e tJiei’cby enal)l(Ml to compede 
in foreign juarkets with tlui ])roducers of other counlrit^s. 
Customs and excise duties and Dr'awback rate's are approxi- 
mate, but not identical in amount. 

Drawback is payable on presentation e)f a Drawback De- 
benture, which contains' a dekdaration by the ex]>orter, 
ceu'titied by the (.histom ollicer, that tht goods have actually 
l)(H>n shipped abtoad, and will iiot lu'; relanded' in the 
British Islef^. The Debentule is transferable, but the 
exporter and any sul>;‘e(|uent holder must endorse it before 
payment will be made. < 

f ’ 

“ Export on Drawback under Bond. - floods liable to 
duty, in respect of which a drawback is*^ clanned, must be 
produced for examination by aw Officer of Customs and 
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2(i3 


No. an (Sfilc) 


Shipping? Bill for Transhipment Goods only. 

R. 1. Tmiislnimu-iitt., pain. II, 14. 17^ IH. 


Expf)rt I 
Ship ( 

Lying at 


Hay ol 


J'.xp^rftir 

Addniw 


Roportod Inwards by the 
Ly ing at 


from 

tho day of 

Carman or ^igtitrrniun. 




( 



• 

Name .ind Addrow ) 



OfTictT, 

of the Exporter | — 

• 


Obw. 

— 1_:— a 


1 dcclart timt the quantity, deik;rij>tiou. and value of the Go idi and alJ oilier purtioulans entered in 
thin Shipping Bill are correct, and that the I'on'oti for whom the O'xids in qucDtioii we iiltitualely dmitined 
is not a person who in an enemy or treated ae an enemy under any Inw for the time being in force relating 
to triiding witli tbe oneniy. 

Exporter or A|i;enl. 

Rpreived the ahive-mentionod poekaire? on I . .... 

' - [ • _ Mauler or Mate, 

board this Ship, 19 | 

J <?ounU'r«igiiaf'ire of 

* t j Oflin-r of (Customs 

I and Excise. 

Gxmrt Station and Gtirlifieal«,)j( 1 
Shipment to be i&bprt(*d here' ) 

• » • Offic-er. 


N.B.^LiljhiwiiifQ or t'vnirn i 
say of tbr slioTs-inwiliotira jioodi ts' ( 
oao shorri-nsnvHl srilhoul tii» («ru^iun. 


psrlK-ulorSy ril^iurn 
t out of tb* VoMtili 

' S.C. 841?98. « 

t 

Ji’Ki. Customs Shipj^nq bill. 


uotiiv to Slui Export KuDuniii^ Offiivr if 
iM> svcuuiit to Iskc tbuia^to auf other Ship then the 


Excise (usually tho exporjor's* own piroinises), and Boml 
must be given* for flieir exportation. After execution of 
the bond, the exporter oi* his agent 'fills up and signs a Bond 
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* * 

Note, which is certified by the Clerk of the Bonds, and states 
that bond has been given. Shipment is finally verified by 
tlK" Cnstonvs officer at the ship’s side. 

Similar procedure is followed to clear for exportation 
goods which are in a bonded warehouse, in which case the 
]K)[id note takes the fft^rni of a Warrant for removal and for 
transhipment under bond. 

Different forms of Bond and Bond Notes are used for 
exportati^jn, (a) on drawback, (/>) ex -bonded warehouse, 
and (c) by transhipment udder bond. All bonds must be 
countersigned by a substantial surety ; in practice, a brokt'r 
or bonded lighterman or carman is asked to do tliis. 
Merchants frcicpiently liaving occasion to export dutiable 
goods enter into a general bond to cover all movements of 
goods up to a certain duty value and give notice to the 
(.!lerk of the Bonds of each shi[)ment. Bntry in each (.^ase 
must bevnade on an appropriate Shipping Bill (not a specifi- 
cation). The exporter’s clerk must see that lie takes the 
right form, as there are many different bills for various 
purposes. 

n. 

Special formalities apply to the exportation by Parcels 
Post of dutiable goods on dra\Vback and ex- bonded ware- 
house. 

Transhipment. — In Jxindon a great deal of business iy 
done in importing goods for transhipment, eonveyance 
from the importing vessel to another vessel, for re-export. 
Some of these transhijiment goods arrive on what is called 
a Through BUI ' of Lading, ' which' states that the goods are 
to be transhipped at London or other, port. In this case 
the goods 011'^ arrival are conveyed from ^ one vessel to the 
other by a licensed carman or lighterman, who obtains for 
the importer n signature t9 his S/N or M/R, as the case may 
bo. ' 

For free goods the in^porter uses the “ Entry for Free 
Goods in transit on Through Bill of L^diiig,” as a warrant 
to authorize transhipments and a “ Specification for Foreign 
and Colonial Goods I"ree of Duty in trknsit on Tlirough BiU 
of Lading.”, • 



X 


DOCI« AND CUSTOMS 


265 


Dutiable goc^Ls for transhipment are enterecf on a Tran- 
shipment Delivery Order (Fig. 24), a “ Bond Note for Tranship- 
ment and Exportation and a “ Shipping Bill for Tran.slp[)- 
ment Goods only.” The goods are exported under Bond, 


^ No. 50 (Salo), 

TRAN8H1FMBNT DELIVERY ORDER. 



I'o the Oflicer of CuBtoms iiud Excise in 
charge of the 

Master @ 

9 

Lying at 

Send under Revenue Lock or in charge of a 
Watcher to be delivered into the custody of the jirojxjr 
Officers at 

for transhipment only on board the « 

for 


Description of (foods. 


Ei(7. 24.~CU8toms Transhipmknt 0/0 


after execution of which the Clferk pf the Bonds signs the 
Bond Note authorizing, together with the D/0, rej4oval 
under the invigilafion of a “ watcher ” to the exporting 
steamer. 


CHAr. 
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N 

i^OCKS, WHARVES AND WAREHOUSES. 

port Rates or Har])our Duos an' payal>l(‘ to the j)<.)rt 
authorities on all goods iuiported or exported, ajul arc 
calculated in [jcnce per ton. Port rates on goods corre- 
s[)ond in elTect to tofinage dues on ships. The shipping 
agents arid other regular shippers of goods usually run a 
deposit account with the port authoritic'S, receiving a voucher 
(Fig. 25) for rates charg('al)lo to each slii[nnent. 

Dock Dues and Wharf Ufiarges are paid for services at 
the dock or vduirf. Such services are geiKually more 
nunterous on irujjorting than on exporting. • 

The Port of London. -All the Jx)r)don Docks, exeej)t the 
Regent’s Canal J)6ck, are now owned by the Port of London 
Authority (1\L.A.). *^The P.L.A. also owns a number of 
Warehouses, bomb'd and unbonded, and is resi)onsible for the 
dredging'and conservation of the Tliames l)elow Teddington 
Lock, and foi* tlu^ li(*(*i)sing and control of waternier) and 
1‘iver craft. The Riverside Wharves are not, however, the 

property of the P.L.A. 

' 

'Jdjc- lN)vt of ].A)ndoii Autljority was cstablislajd by (h<' Port 
of London Act , 190S, ‘‘ for tho purpose of adniinistoring, 
preserving and iinpioving llie l^ort of Loudon, and otherwise 
for the piir])OS(>s of t liis act. " Tho Port of Londotv Authority 
is a botiy c()r])orate (sec*- p. 1 1), consisting of a chairman and a 
vice-chairman a|)t)ointed by the, Autliority, eighteen members 
elected by payers of duc^, wharfingers iind owners of rivea* 
craft, and ten Inombers appointed in fixed proportion by the 
Admiralt}", the Roaid of Trade, the Loitdon County Council, 
tlie Corporation, and Trinity ir<nise. ^ 

The undertakings Of the former London and India Doek Co., 
the* Surrey Co]pmer(?ial Dock Co!, and tho Mill wall Dock Co., 
were transferred to the A^^tfiority in exehaitgo for Port Stock ; 
and ,tlie Autfiority was also empowered to purchase, with tho 
consent of tho lioard of Trade, and carr^ on, any undertaking 
to afford accommodation yr /aoilities for loading, unloading 
or warehousing of goods in the Port of Londoti, and if unable 
to come to an agreement with the owiiei’s to promote a Bill ii\ 




.)rks in comiexK 
ireernent or ciFi 
her charges. 


:■ DEliiT account 
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Tlio powers of the Tliames CoJiservancy yi respect of the 
lower river, and certain powers formerly exorcised by the 
VVj\tonnen’s Ooinpany were also transferred to tlio Authority. 

Most vessels arriving in the Thames proceed to the docks 
to discharge tfieir cargoes ; the remainder berth at the river 
wharves or moor in mid-stream. Though most imported 
cargoes are discharged on the (juays, large quantities of mer- 
chandise arc unloaded into lightens, which come to the 
docks, or go alongside the vessels unloading in the docks or 
in the open-river, and take delivery “ overside,” to convoy 
tlie goods to other wharves or landing places, or tranship 
them for re-export. 

Port Services. — '''he lirst service rendered by the Dock 
or Wharf Company is to attend to th(‘ landing of the goods 
from ship or lighter, and to weigh, pile, and enter each 
package or seri(‘s of live or ton packages, (called a draft) in 
a Landing Book. In the ciksc of rice, tapioca, etc., each bag 
is examined by an export Sampler employed by the dock 
company, who sees that it is sound, and draws a sample. 
J^airagod bags or bales are. put aside and entt^red last, 
after furtlier examination and classilioation according to 
the extent of the damage. The Importer then receives a 
Landing Account (Fig. 26), showing, among other particulars, 
the date of the landing, from which rent will be incurred. 
The cause of the damage to the damaged packages is certi- 
fied by the dock company on a Certificate of Survey, which 
the importer shows wlien claiming compensation from 
the underwriters (see p. 234). 

Other services rendered by the dock and wharf owners 
are warehousing, opening and re-packing for Customs 
examination, samplings exhibiting for inspt^ction l)y pro- 
spective buyers, delivery to buyers, and even advancing 
leoney to the importer on the security of his goods. If 
the goods are to be sold by auction, pre'paration for sale 
includes re-piling in suitable “ Dots ” under the dii'ection 
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of an expert broker employed by the importer. After 
lotting, the importer and his broker receive a new weight 
acctmnt (Fig. 27), showing the numbers and weights of 
the bales in each lot. 

187 

POET or LONDON ADTHOEITY, 

Wool WarehouflM), 

Loudon St Bl. KRtlinrinc Docks. 

Weights of ^ Bales WooL 

P«r th« Ship 

From 

Lotted in M 


No.. ^Public Sale J9 



Many of the bonded and otlicr warehouses arc some 
dista<ice from the ports, and some are situate in inland 
towns ; in such cas(\s the warcdiouseman or the importer 
arranges for the goods to be carted or transported by rail 
from the docks to his jiremises. Usually each warehoust' 
company siiecializes in a certain class of produce, siicli as 
wool, or general jiroduce not liable to duty, or is licensed 
to kec]) wine and spirit vaults, or special bonded ware- 
houses for tea, or tobacco, or coffee, cocoa and sugar, etc. 

Warehouse Receint. — Importers and merchants depositing 
goods in the charge of a Dock Company, Wharfinger or 
Warehouseman, usually rec^eive a document stating that the 
goods are there and at the owner’s disposal. This document 
is (ialled, according to circumstances, Wharfinger’s Receipt 
or Warehouse-Keeper’s Receipt (sometimes.. caKed a Warehouse- 
Keeper’s Certificate). As a document of this^ kind is nothing 
more than an acknowledgment of receipt, no “useful purpose 
would be served by transferring it. 
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Delivery Order^(D/0).- -As the importer or merchant sells 
his produce, he hands his customers Deliveiy Orders request- 
ing the Dock Company or Warclionscman to deliver tjae 
whole or part as stated, and j)ossibl 3 ^ includes on the*, order 
instructions as to what charges, if any, shall be borm^ by 
the buyer. The holder of a 1^0 may, split up his purchase 
and deliver piecemeal to his own customers by handing 
to the vvarehoustnnan the D/0 endorsed : '' Please deliver 
against sub-orders,” and issuing S(‘parate D/Os to his 
customers. For dutiable goods tlie D/0 may bcT marked, 
“ Duty Paid ” or “ In BoNO,y according to whether the 
prices ])aid by the l)uyer includes duty or not. 

For the purposes of the Factors’ Act, 1890/ tlie D/0 
is a docununit of title, l)ut a|)artfrom that it is nothing rnort' 
than a promise to deliver, and it may be revoked. D('Uvery 
is not (‘omplete until the bailee (sec ]). H)o) has communi- 
cat(Ml with th(‘. buyer or person iiamed'in tln^ order, and 
ther(il)y attornecl ” to liim — /‘.c. Ixxiorne Iris agent. 

rAJl.\|)TSn SnilMMNU and STOK \(iK CO. 


S(M'i<'.s No Jrlot.-it ion 

W'AKKANT for 

imported in (J)c Capt;dn 

from entert'd by 

on the d(‘liv<;r;il)l»‘ to 


or A.ssigus by (■nd(M’weineut hereon, 

i J??iiml)(‘r.s. Weight. 

^Inrk. : ! Cross. 'tare, 

* Original. Dock. ij . i ■ 

; I ' ewt. : qrs. ' )l>s. Ij ewt . j qrs. i Jhs. 


and all other eharges fron 

*9 Wdrehome- Keeper. 

Fig. 2 S.— Dock W.ytKANT. , 

Warehouse Warrant (W/W).-- A, Dock Warrant (D/W) or a' 
Warehouae-Keeper’fl^Odrtifieate is a*document of title to^ goods in 

^ 8 ee FrincipUs and Frartice of ji, 288 . 


Rent coinmeuees on 
the date of the Warrant. 
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the custody of a dock company or other b§,ilee, but it is not 
a negotiable instrument. It usually states that the goods 
specified therein have been entered in the bailee’s books, 
and that they are deliverable to the person named “ or 
assigns by endorsement ” of the warrant (Fig. 28). It also 
states the date from which rent will be charged. 

Once the bailee has issued a warrant, he must not deliver 
the goods without tlie signature of the person in whose 
name the goods were entered. In order that wrong 
del ivcrici) may be avT)idod, holders of warrants are required 
to sign their names in a Signature Book similar to that kept 
by bankers for the signatures of theii' customers. If a 
warrant is lost, the rightful owner may obtain delivery by 
undertaking to indemnify the bailee, in the same way as 
the consignee who is not in possession of a bill of lading may 
have his goods released by mdemnifying the shipowner (see 
p.21l). ^ ‘ 

Delivery of goods for which a warrant has bc^en issued may 
authorized (a) if the whole parcel is to 1)0 disposed of 
at once", l)y endorsement of the warrant, oi’ (h) if only a 
part is to l)e released, the holder issues a D/0 to his (nistomer 
or agent and returns the warrant to the bailee endorsed : 
“ Deliver against sub-orders.” The holder re(;eives the 
warrant back again endorsed by the ])ailee with a note of 
the quantity delivered. 

The warrant serves a particularly useful purpose as 
security for a loan, should the holder wish to raise money 
on the goods by Hypothecation. After making the necessary 
aiTangements Avith the bank or loan company, the borrower 
deposits his warrant as security, and as business proceeds, 
and he is able to repay part of the loan, he may arrange 
with the lender to have part of the goods released and the 
warrant endorsed accordingly. Some^jf the port authorities 
and warehouse co]npanies are also willing to advance money 
on hypothecation. 

Shipment ’for Export. -Most of the export business of 
Great Britain is in the hands of Export Merchants and 
Commission Agents, who either forward the goods from 
their own warehouses qr send shipping instructions (see 
p. 325) to their suppliers, arid arran'ge fbp the goods to be 
received at the docks'. Export 'firms at the great sea-ports 




AT T. 


riG. 29. — Adtice ^s'ote to Shipping Agents. 
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are a^,ciif^.omed to dealing, with shipping companies, 
insurance brokers, port authorities and the Custom House, 
and are consequently better able to do such work than 
inland manufacturers and merchants. 

Many n\anufac;turers, and even merchants— particularly 
those situated in iniand towns — employ Forwarding and 
SiiippUig Agents to do all the transport work connected 
with their overseas business. The agent’s services are 
well worth his commission (usually 5% of the total charges) 
unless the exporter is situatell at the j)ort and does so much 
foreign trade as to justify the employment of a staff of 
shipping clerks familiar with the somewhat complicated 
procedure. Instructions are sent to the shi[)ping agents 
on an Advice Note, which is usually printed on a form 
similar to that sliown in Fig. 29. 

receipt of the advice note the shipping agent arranges 
for 'the ^oods to ho (Jollected and carted to the quay, or 
sent by rail if shipment is to be made at a distant port. 

When the goods are ready for shipment the agent tills 
in a shi|)ping note, addressed to the dock or wharf su])erin- 
tendent or to th(‘ lighterage company, ol)tains mate's 
receipt, prepares bill of lading, receives freight a/c, attends 
to the insurance of the goods and certificates of origin or 
consular invoices (sec^ j). 277), if such are needed, ])ays portr 
rates, and fultils Customs formalities, sending Bs/L and 
Insurance Receipt ^ to t-lie destinafion indicated by the poison 
employing him: 

Preferential Tariffs. — Just as (Joloniak wines, tea, idc., are 
imported into' the* British Isles at a lo^ycr rate oh duty 
than forc'ign produce (in accordance with tlui princi]ile of 
Colonial Preference), so qur ^colonies allow- Brftish goods to 
enter .their ports on a preferential tariff. In order to 

** Agents shipping goods fpr sevei*al finns under one policry 
(e.ij, a floating policy), give eacfi ciLstomoiv,a Receipt, instead of 
a separate poli(5y, to show that liis consignment is covered. 
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• * ^ * 

enable the consignee to claim preference, the shf|>pA’ niiKst 
send him a Declaration of Origin. 

DtiCLAriA'riON OF OIUGIN 
Foa SooTii Af'RTrA. 

I, 

hereby certify tiuit I am 

of the sin)})Hers of Hie artieleK 

included in this invoice, and that I am duly anthori'/<^:l to mak(> 
and sign this cortificate on lichalf^of the said ,sn]>|>liers 

I have the means of knowing and 1 do liereby certify that 

this invoice from the said 

to 

amounting to ‘ 

is true and correct. • 

I also declare that all tho articles incliidfid in the said invoici^ 
are bona fide the growth, ]>roduce or inaniifacturo of the Unilct.1 
Kingdom. 

I also declare thal^all the articles inchaJed in the sakt invoi?^' 
are bona fide the growth, produce or manufacture of tho Untted 
Kingdom, and that a substantial jiojdion of the labour of that 
country has entered into tlie production of every maiiufactured 
article included in the said invoice, to t he extent in each article 
of not loss than one-fourth of the value of every such article 
in its present condition, ready for export to South Africa. 

1 also declare that tlio values appearing in the TTome Con- 
sumption colunyi of this inv^fiicc represent at the time c^f the 
invoicie the open market v^alue of the goods if soki for home 
consiunjition in Great i3ritain, and that tho discounts for 
snnilar quantities for liomo consumption in Groat Britain 
are . 

Signed 

Dated at t his .day of * 19.... 

^ Fig. 30.— Dkulakation or Origin. , 

The declaration is usually typewritten on the back of the 
exporter's invoice •form, but printed, forms with special 
invoice ruling may J^e used, and, may be obtained from 
certain stationerf?^ or from the Chambers of Commerce.^ 

^ • * 

^ E,g, Messrs. \^^lerl6w & Sons, Ltd., or Messrs. Eden, Fisher 
& Co., Ltd. 
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Dcclai\iti6ns of origin are required for Sout|,i Africa, Canada, 
Australia, New Zealand, and the West Indies. 

difforoiit forms of declaration aro used for each Colony, 
and tlio woj’ding is varied from time to time, the invoice clerk 
should make sure ho has the right form and the latest wording. 


No, 



THhJ nndivrHiifrird, Secretary of the London Chamber of Com- 
merce (Incorporated), hereby verifies the declaration 7nade below 

by of 

London hi res})ect of the undcrnieniumed goods destined for 


.w i/ 

(vi<i ), as per invoice annexed, that is to say : 


Number of 
I'Acka^os. 

M.-irks ;>ih 1 i 
Numbors, j 

Gross 

Weight. 

N(‘t 

Weight. 

Di'SfTiplion oC the Goods, 

< 

i 

1 





Signature of Declarer 


are of. 


.origin. 


c 



^ LONDON,..., ........ 

Number of Certifirate ' 

Fig. 31.~CERTrFI0ATfi OP OjlIGINt 


J0:j 


Import dnty at port of entity is payablo*^oa the net amount 
of the invoi(;e, which nr ast agree %vth the amount shown on the 
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* • 

(Icchiration* All •cash and other diseoiuits inuvst therefore 
bo deducted from the in voice in the same handwriting or 
typewriting as the rest. # 

By reason of Commercial Treaties, Britisli goods may he 
imported into many foreign countrk^s at reduced jates of 
duty. The consignee can secure this privilege by showing, 
according to tlie regulations in force for the time being : 
{a) a Certificate of Origin (Fig. 31), which is signed ky the ex- 
[)orter before the Chamber of j^.V>mmcree, certified by that 
body, and then taken to the consulate of the importing 
country to be vised ; or (h) a consular invoice (Fig. .32) 
written on a special form supplied by the consul, and certi- 
fied by him. Certificates of origin are t*e(|uii*e(l for goocis 
shipped to France, Spain, Italy, Bulgawa, lloumania, arul 
Serbia. Consular invoices must bo obtained for all other 
countries with wbjch treaties are in existence.^ In iiTb 
case of certain goods exported to Franco and Belgium, 
both a certificate of origin and a consular invoice are 
required. 

Usually four copies of the consular invoice are required. 
The exporter or his aiithorizcd clerk takes thorn to then con- 
sulate, makes ^ declaration *bef ore the consul, and pay*; tlie 
fee. The consul sends oiio or two certified copies to the port 
cif entry in the importing country, returns one to the ex|)ortor 
for him to sold to tlie custojjier, and retains o)ie at the 
consulate. • 

Great care should be taken* to describe the goods correctly, 
and to conforin to laws of the country of dcstinati<m. 
A wroi^ classification or incorrect descjjiptian may result 
in the customer Raving to j)ay a higher rate of duty, or 
even a penalty, for which he would hold the export(?r liable. 
The exporter make full inquinies beforeliand citlier 

direct, or through the Department of Overseas Trade, -• 

By the Most- Pav(hLred~ Nation Qlause contained in many 
foreign commei>c?al treaties, ‘Great Britain is erititled, in 
the event of tariff concesmons bein^ granted bo any other 
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count ry, to be .put on at loTist an (Mpial footinu; vvTtli sueli 
favoured country. 


Exkrcmsk 10. 


1. Wliat is the difference between free trade and pi'otecttion ? 

2. Explain : Specific duties ; (ut valorem duties ; Ixey 
industries ; Dumping ; Bounties. 

3. Des(.vrib(? the functioiLS of the Custom House. 

4 . I'jxplain briefly tlie manner in whi(‘h H.Ti. Customs 
(‘iiforce fulfihnent of tlie hoaltli ^nd Boai’d of 'I'rado regulations, 
(rollect payuKiut of Dues, and ensure tliat no goods arriving 
from for(.‘ign parts escai)e pa\'mont of duty. 

5. Define : Captain’s Protest ; Entry Outwards ; Clear- 
anc(i Outwants ; Speeificaf ion ; PBilique. 

6 . An importer of foreign goods has to “ declare ’’ the 
coiisiguincnts ho receives. Wliat is ni(?ant by declaring ” 
goods, and liow is it done ? What is tli(^ |)roc*edure followxul 
by an importer to obtain possession of dutiable goods ? 

(tf.A.ctr.n.) 

7. b]x|)lain why the imf)ortor of free or dutiable goods 
must enter thcMn on more than one form ; and d(;fine Official 
Jnil)ort and Export List ; Landing Order ; Cart Note ; and 
Bill of Sight. 

8. What purposes are served by the Bonded Warehouses, 

(a) from the point of vi(5w of the government, and (6) from the 
l)oint of view'^f the merclumt ? (S.A^’c.li.) 

9. Wliat are l^lxcise Duties ? Ifow are they levied, and 
'tiow do they affect exporters of <lutiable goods ? (S.A.tpc. 1 1 f.) 

10. What is Excise Drawback ? What is Cus^jims Draw- 
back ? Why are they allowed to shipjier.s, and how is each 

obtained ? * 

• • 

11. Show the principal dillerences between the formalities 
for exporting dutiabiT^ goods (a) on drawback, (h) ex wareliouse 
under bond, (c) by transhipment. How »lo tlTcvSe rules differ 
from those applying to the e::^portatioii of free goods ? 

12. Explain what accommodaikion is provided and what 
services are rendered by the dock eomjiaiiies, wharf companies, 
and shipping agentj^ for importer^ an<l exporters of go^ids ? 
Explain ware littus(\ receipt ” and ‘‘insurance receipt.” 

13. What are tjie following, whbrein do they differ, and iii 

what connection’ are Hiey employed : Dock Warrant ; In Bond 
Delivery Order ; Duty Paisl Delivery Drder ? , (S.A.cc.III.) 
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14. Coinplu’o (a) Duclaration Origin, (6) Consular Invoice, 
(c) Certificate of Origin ; Btat(3 the purposes of each, and 
exj^ain how each is prepared. 

15. Wliat are the principal results that might bo expected 

from an influential combine in this country in connection with 
{a) Glass manufacture, /6) Dyes ? (S.A.tpc.lI.) 
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FOREIGN REM[TTy\NCES. 

British and Foreign Moneys.— Money is a commodify, 
adopted by the community in which it* is current for use 
as a common medium of exchange^ to be bartered for other 
commodities or services. In their origin the currencies of 
civilised countries Consist of pieces of metal who?*e woiglit 
and purity arc determined by the States The impression 
on eacli coin of the head of the ruling monarcdi or of some 
national omblcm serves to certify the coin as genuine, legal 
tender. 

The value ^ all modern* curreiicies was originally based 
on the weight and fineness of the metal contained in the 
?^o-called Siandard Coins of gold or silver which were made 
legal tender for the payment of any amount. In addition 
to these pieces of standard ihetal the various governments 
directed the minting of so-^;alled , To/jea C^iris of inferior 
metal to represent fractional values, the metallic v^alue of 
the cur<*ency to bo maintained by makiiag sixh coins legal 
tender for limited amounts only, or by restricting the 
coinage of the J)aser metal.^ 

Thus in England tjilver coiiLS, wWieh contain a quantity of 
silver and nickel Miat^-ould be purchased in the market for less 

^ See Pritlcij^leb and Practice of Business, p. 2j61. 

* See Ditto, p. 263. '• 
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than Aieir face value, arc lepTal teiidei* for* any amount not 
exeeediiig 4()^f., and bronze coins art^ legal tender for any amount 
not exceeding l.§. 

*^in France gold coins and silver 5-franc pieces are legal tender 
for any amount, the smaller silver coins for a-ny amount 
under 50 frs., and bronze or nickel coins for any amount under 
5 frs. * 

The following Labk^s show the cornparativ^e values of the 
gold coins in circulation before the war of 1014-18, in some 
of the countries having a Gold Standard . 

Country. 

Statictard Ooid CoiJi.s 
and Moneys of 
Account. 


jlreat Britain 
£f>, £1 and 

^lOs, 

£li=2() ^ 
sliillings. 
l5, - 1 2 peiKxO 

(1869 sovereigns are coined from 40 lbs. Trov of Standard Gold 
'Bullion.) 

Austraha j ditto. * £?- £1 

British sterling currency is legal tender in Australia, New 
Zealand, British S, and W. Africa, and many other British 
possessions abroad. Australian coins are of the same weight 
and jmrity as' those produced* at the British Royal Mint, 
of which the Australian Mints are branches. Canada has 
a gold standard, the unit of value being the C^^nadian 
dollar, which is oif equal gold value to fhat of the United 
States. All , the United States coins and the British 
sovereign and half-s(i'veA?ign used -also to circulate in 
Cai^ada. India has a silver currency. ' 
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Coimtry. 

Standard Gold (X>ins 
and Moneys of 
Account. 


Ef/ypt- - 
JOO, r,() and 

inastrcfi. 

1£E-100 

piastres) 

Turkey — 
too and 50 
piastres, 

(I lira Turea 
100 piastres. 

1 piastre 
- 40 paras.) 

France - 
100, 50, kO 
and 10 
francs, 

1 franc 100 
centimes. ) 


Wcitilit of Unit in 
wranirncs. 


ii:k 


leT 


20 f. 


8-500 


7-2l() ■ 


0-452 


I’nrily in 
Thou- 
sandths. 


875 


01 OH 




000 


.Mint Tar of Exchange. 


piastre's 
to £l 


st^. to 
1£T. 


trancs 
to £1. 


07.1 


18.S. Od, 


25-2215 


(Tlfo value of 3,100 francs is coined from 
I kilogramme of French standard gold.) 


The French system of coinage was tixed in 1795.’ An 
International Monetary Conference was held in 1885, at 
which France’^ Italy, Switzerland and C recce agreed ho link 
their respective currencies to the French standards of 
Veight, remedy,^ diam(*tcr and value's for gold and silver 
coins. Belgium joined in the same year, com^)leting the 
group known as the Latin ilnion. The names of the stan- 
dard gold coins (current in 1914)^ cand monjt^ys of account 
are : 


France*: ' 100, 50, dO and Kf (1 fraiv* 

Ffancs. 

Bolgiiim : JfO, dO and 10 Francs (1 ,, 

Switzerland : dO France. ^(1 ^ 

Italy: 100, 50,* do, 10 and (llira 

5 Lim. * 


' 100 centimes) 

vJOO „ ) 

= 100 „ ) 

100 eentesiini) 


Greece: 100* 50f dO, 10 and ( 1 drachma - 100 Icpta). ^ 

5 prachmae. , * * 

■» % ^ 

^ Margin of err^r in weight or fineness. 
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The Volfowiiig countries, thougli not uiejiibers of tlie 
Latin Union, liave partially conformed to its system : 

Spftin : J(J and rh Pesetas. (I peseta — 100 (teiitimos). 

KomnaTAia : 20, 10 and 5 Leis. (1 lei — 100 bariis). 

Serbia : ‘ ^ 20 and Jo dinars, (1 dinar — 100 paras). 

Bulgaria : ‘2i) and 10 L^vas. ( 1 leva — 100 stotinkis). 

The 5-unit silvVu’ piece of the Latin Union weighs 25 
grammes and is 900 fine. The smaller silver coins (2, 1, 
0.50, and 0.20 units) arc proportionate in weight, but contain 
only 835 parts of silver. • 


Couiifry. 

Standiird (lold Coins 
and Monoys of 
Ai'coiint. 

W(n‘glit of Unit in 
granim(^s. 

Turity in 
rijou- 

SiUldtllH. 

Mint I’ar of Excliangc. 

G()rniany — 

20 and 10 
^Marks^. 

(1 mark 
= 100 pt’onnige)- 

Mk! 

20 

7-9(>5 

900 

marks 
to £1. 

20'43 

Holland — 

10 Gtdden. 

(1 gulden or 
llorin 

- lOQ cents). 

10 G. 

0-720 

900 

gulden 
to £1. 

f 

12107 


The silver pieces of 5-francs or its equivalent in the Latin 
Union, th6‘ German silver TLaler, and the Dutch silver 
Guidon are legal tender in their respective countries for any 
amount. As, however, the currencies of these countries 
were based on a Limping Standard A 4he true measure of 
value was gold. , ^ * 


Austria — 

IG ami IS 
l^vonen, 

1 krone 
i: 100 heller.) 


. Kr. 1(5 


5-422 


900 


kronen 

*to £1. 


24 02 


(The value of 3,280 krbnoji is coined from 

1 ^ilogranuno o*t pure gold.) 

* « • 

• « 


See Principles arid Practice rtf Business, p. 263. 
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Country. 

Standard Gold Coins 
and Moneys of 
Account. 

• 

Weight of Unit in 
grammes. 

Purity in 
Thoii- 
saiidllis. 

Mint Pa;- of Jixchange. 

A 

Denmark, Nor- 

Kr. 20 

8-001 

900 

kvOUi^L/^ 
to U. 

18-10 

way, Sweden. 
Smridinammi 



• 



Monetary 
Union. 
iW and 10 



/ 



Kroner. 

( 1 krone 






= 100 ore.) 






Portugal— - 

10 

I7'7:ir» 

9 1 0' 

mils, to * 

i • 

r>:i[d. 

/ Crown 

mil' 


* 

>stg. 


{Coroa). 

(1 Coroa 

j'ois 





= 10 milreis. 

1 milreis 

100 reis.) 






United States -- 

1 

1-072 

900 

dollars 

4-80;-| 

Kayle, Donltlc- 




to £1. 


Eay(e, 

1 'EaglCf 

1' Eagle and 

• 




• 

Dollar ( $). 

(The Eagl(' of $10 weij 

dis 258 grains.) 

($1 = 100 


« 



« 

cents.) 






o 

J apan — 

20 

lOH 

900 

sterling 

2+-5H(/. 

■yo and 10 Jen 

yen 



to jwn 


(Yen). , 





(1 yen 
- 100 sen.) 

rm 

• 

• 

m. 



The* currencies’ of Central America (t;)osta Rica, Guate- 
mala, Honduras, Mexico, "Nicaragua and vi;^alvador) were 
originally linked to the MexicaiT dcjlar, but their exchange 
values are now quitb different. The Mexican dollar i^ now 
based on a golj^ standard, and Mexican silver dollars are 
the principal medium of exchange in many parts of the 
Far East, * • • • * 

Gold is the nominal standard of most South American 
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eurrenoies/ The names of the units of Brazil, Argentine, 
Uruguay, Peru, Ecuador, Venezuela, Columbia and Bolivia, 
as well as those of (Central America, are shown on p. 144. 

y,^ 

Goldvas in circulation in the United States of America, 
and in S\\'^zerlaTid, but in other countries which formerly 
had a gold standard the gold coins have been A\'ith drawn 
and replaced by p j per currency consisting of Notes issued 
under the authority of the State. T'hese notes have 
depreciated through over-issue and the consequc^nt inability 
of the national banks to cash them at their face value for 
metal. In Switzerland gold was withdrawn from circula- 
tion during the war, but was afterwards replaced, and in 
1922 circulated freely in the form of 20 fr. and 10 fr. pieces. 

Inconvertible paper currency, though nominally it represents 
a true metallic standard, is in itself no standard at all. Its 
vahie as a medium of exchange is therefore more liable to 
fluctuatioh than tlic value of the precious metal it represents, 
'.the value (hipends u[>()u the extent to whieii th(3 State permits 
its issue, and tlie ainoimt of conndenco the State enjoys among 
its own inhabitants and those of foreign countries. Moi’eovor, 
paper money can only be used in tlie country of issue, and 
cannot therefore find such a steady market abroad as gold or 
silver coins, which have an intrinsic value as ny'^al. 

In the East, the currencies of India, China and tlu^ 
vStraits Settlements arc based on a variety of Silver Standards, 
though in india the standard ,is nominally gold. 

The legal toiider of India epnsists of (I) silver rupees 
weighing 180 grains and | Uhs fine ; (2) a convertible paper 
currency, consisting of local notes repayable in silver rupees 
on presentation at \he department of tlic^* Indian Treasury 
within the circle in which the notes were issued, and 
universal 'which may be cashed o t any of the branches 
of the Treasuries ; (3) '’English gold sovereigns and half- 
sovereigns. The relative value of the rupee to the sovereign 
for internal (dreuhition was fix ( h 1 by theTndian government 
in September 1920 at Rs. l*0 to £1. Bi;itis4i,gold coins can 
bo exchanged at the Indian Treasuries for rupees, but so 
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long as the gold in the sovereign is worfti moif; tiian the 
silver contained* in ten rnpeCvS, gold cannot be obtained in 
exchange for rupees. 

The Indian Moneys of Account are the Lac, Rupee, 
and Pie. I lac = 100,000 rupees, written Rs.lJK),000 
1 rupee = 10 annas ; I anna = 12 pice or pies. 

The silver rupee serves in India as 
known as the “tola.” 


^ a stiuiriari 


d of weight, 


China has no fixed currency system. Any siir/er coins, 
or silver in any merchantable form, can be utilized as money, 
and in the Treaty ports we tincfthe metal circulating chiefly 
in Chinese Taels, Mexican, British, Marie Theresa, and 
Chinese dollai's, rupees, and yen. In addition td these 
coins, silver bullion circulates in*the form of small slioc- 
shaped ingots called aycee, or “ sai su,'’ which weigh about 
00 oz. Troy. An essential difference between the sycee and 
the silver coins is that the flneness of the sycee is not uniform. 
Before they are accepted in payment they Irave to be certy 
fied by an assayer, ^ho is appointed by the leading^jankjng 
and merchant houses. They are the basis of the Chinese 
currency because, whereas merchants remit money to 
(vhina through the banks, the bankvS put their agents in 
funds there, not only by sending them trade bills but also — 
when the price of silver makes it profitable — by sending 
them shipments of silver bi|llion. Now, silver bars can be 
converted intcNsycee, but foreign silver coins canneft be 
manufactured in China. 


The Chinese “ tael,” like the Indian “ tola,” is a standard 
of weight, but its value is not \imforin throughout iSie empire. 
The weight taols of Canton, Haikwan, Hankow, Poking, and 
the Tsaoping tael current in Slfanghai*, are all dilTerent, and the 
last -mentioned is not weight of the Shanghai curren(;y tael. 

Foreign exchang!? rates on Shanghai ai*b quoted in 
per currpMcy taeL Hong Koifg quotes pence per Hong Kong 
dollary and remittances are payable ii^the notes of the three 
principal British banks in that port. 

• • * 
Foreign Exchange ibi the term used to denote the business^ 

of exchanging the currency .of dne country for that of 
another. • ^ , * 
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The amplest form of foreign exchange business is that 
undertaken by Money Changers or Bureaux de Change^ 
and consists of buying and selling foreign coins and legal 
tender notes for the convenience of travellers. But persons 
who to remit money abroad by post or telegraph go to 

the Post uS^lce or, for larger sums than say £10 or so, to a bank 
which does forei^gn business. 

The Post Office. T) -Foreign remittances may be made 
through the Post OlFice by means of 

(a) Reply Cpiipon ; 

{!)) Money Order ; or 

(c) Telegraphic Money Order. 

For particulars consult the Post Office Guide. 

The Exchange Banks. — Foreign trade is financed for the 
most part through the Exchange banks, wlucdi undertake 
{a) to remit money to jKTSons abroad, and (6) to collect 
money from persons abroad. The customer pays the 
banker on this side wuth English sterling currency, or 
receives sterling fTom him, as the case may bo. 'riie 
payment or collection of foreign currency on the other side 
is done by the l)ankei‘’s foreign agent or correspohdent. 

The methods b}^ whicF Importers may pay their foreign 
suppliers tlirough the banks ai'c- known as ^ 

1 . Bank Draft ; 

2. Mail Transfer ; 

3. 'IVJegraphic Transfer ; 

4. Open Cnjdit ; and 

5. T)ocumentary Credit. 

J0\|)orters may I'cccive payment from their customers by 
any of the above means, or may draw an 

6. Open Draft on Customer ; or a 

7: Documentary Draft on Customer. 

The exchange banks also have a department for money 
changing, but dealings in foreign coins and bank notes form a 
folatively small part of their activities.* For the greater con- 
venience of travellers, or any person wjshkig to remit money 
to places abroad, theyi issue Ghequee drawn on foreign banks 
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or arrange remitiances in the* form of Tramfers or iTetters of 
Credit. 

All the large London lianks do foreign exchange h^il^esH, 
dealing directly with the centres in which they their 
own agencies or corresjiondents, aAd indirgiHt^ through 
foreign banks with other centres. Most ^f^ffliange business 
is undertaken, however, by other banl^K having offices in 
London, but not belonging to the home groifj). These 
may be classed in three groufis, viz. the Colonial banks, 
the Britisli banks w^orking aliroad, and the Foreign banks. 
The names of the principal banks in each grou}) apb gh^en 
on pp. 122 to 124. * 

»Since the exchange l)anks make it* their business to 
sell drafts or credits payable by their foreign agents tliey 
become indebted to those agents. On the other hand, the 
exchange banks b\ty trade bills drawn on foreigsi tracers 
and send them to their agents to coll(H;t ; and the agents 
in their turn send back bills for collection in London (or 
elsewhere in the United Kingdom), and issue drafts and 
remittances payable in London. Eacih side debits* or 
credits the other w ith the ajnounts collected or received by 
him, as follows^. 

I'OREKm A(JENT /Drafts and Traits fers issued by b.H. 

dtibits for and payable ])y E.A. ; a/jtl 

London Banker t Bills cftllcoted by L.B. for a/o of F.A. 

London Banker / Drafts and Transfers , issued l>y F.A. 

debits fori and* payable by L.B. ; 

Foreign Agent JtBills collected by F.A, for a/c of L.B. 

Rates* of Excbaifge. — Since money is a commodity, it is 
not extraordinary^ that the cuijency of om) country is 
capable of being bought and sold Vith the currency of 
another country. The price at which the Cambist or foreign 
exchange dealer *is \5illmg to or sell foreign currency 
fluctuates, as docs*thhprice of any other commodity, accord- 
ing to the relative demands of buyers Q-nd /filers. Tlie 
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dealer in not concerned with inh(M‘ont valuer . 1I(^ makes his 

profit by selling at one price and buying at a lower ])ric(\ 

TTie rates at winch foreign (exchange transactions hav() 
taken P-'^ce are reported daily in the nevvspa]>(Ts (see p. 144). 

From tables it ivill be notic,od iJiat iiiosf^ London rates 

are giv(‘n as fr. pritM* in foix'ign omrcney of £1 sterling. 
Exco|)tjoMS to this custom ma\" }>e found in the rates for 
Brazil, Argentine. Ui ugnay, Bolivia, M(‘xico, Portugal, Tndia., 
(Thiiui, Japan and tlio Straits Set tlements, wliicTi quote |)ene<^ 
])or foreign Tinit. PeiMi rates are qnot(‘(l as a percrentage dis- 
eouiit or prei7hiiJ7T below or ab^ivo £1 sterling for £1 Pernvuaii. 
Ibit'sh Colonial rat('S are also (juoted as a, ptvrcf'nlage dis- 
count or |)remium. 

tdius a rise in the Paris rate na^ans that Fj'eneii francs ar(> 
cheaper^ but a rise in tbe IJsbon or Pej’ii I’ato indicates lliat 
milr(>is or l\anivian pounds are dearer. 

In Continental (*ovinti‘ies tla^ rales of (‘X(bange on other 
C ontinental eontr(>R are quotcul as a |)riee ravr 100 nniis of tlie 
other evirjvnc^y, or per £1 in t h(7 cas<' of rates on London. 
''Itins T^xris quotes (airman marks in francs and (^(.intimes [H‘r 
100 maiks ; but Berlin (]uot(>s Ficnch francs in marks and 
pfennigo per 100 frs. 

The column In'aded Mint Par of Exchange ” (see ]>. LI I) 
slioM'S the rates at whh'h thi^ pflri' gold rt'])!*" .>(vnted by one 
side of the (piotation would be (‘(pial in weiglit to tlie pure 
gold repnisented l)y the othei’ side. Owing to tlu^ witli- 
(Irawal of gold from cireulatiop the ])n‘sent day rates have 
all devviated considei-ahly from gold par. 

Letters of Credit. Fly means of a J(4t(u' of erc^lit (L/(J) 
one j)arty (tJie issuer) authorizes a seCoud party (the payer, 
or addresset;), to pay money to a. third ]).u ty (th(‘ holder, or 
benefieiary), in accordance with th(> t('rms statt‘d therein. 
They arc? sometimes i.^sued by trading hrms, addressed to 
thcaV' agents or c‘Ustomers, hut most ,l.«s/( ■ are issued by 
bardeers. 

When a L/C is issued to a traveller ihe holder is required 
to sign his uauu? on it for ])ur])os(>s of eom])ai‘ison at 



XT 


FORETCjN R EyTTT A NOER 


2*41 




Fig. 33.— Foreign CnEouE. 
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destiiiaticjn, and on proRenting the Icttcir at the paying bank 
iio is asked to sign a receipt, which serves as a voucher, with 
wliraji the paying bank eharg(is the issuing ])ank for the 
aniouiKr,naid. 

In soiMiy cases — particularly where the L/C authorizes 
payment foi-i^/oods -tlie recei})t tak(‘s the form of a draft 
drawn on the h. lyr by th(> l)en(vficiary. Ihese drafts are 
disposed of ])y tlie oaying banker to other l)ankers, and in 
this way they eventually find their way back to the issuing 
banker f<^r collection, and have to bi* paid by him. 

Circular Notes are letters of ci*edit addressed to a number 
of bankers resident in ditfercait ccuitn^s. ^Lhe letter states 
the names of the banks to whom it is addressc'd, and tlH'. 
limit of credit authorized. Eacli paynu>nt as it is made is 
(‘ndorsed on tli(> letba- to prevent th(‘ hohk^r fi’om n'ceiving 
any amount Ix'yond the sum autliorized. 

B^nk ^Drafts, — Th(‘ simplest way rf sending money 
abroad is to ])urchas(> a (Iveqm^ (Rig. at on(‘ of the 


CUSTOMLILS KEQtTEST TO BANK FOR FOREKiN 
('HEtn-E. 


r/ease 

LoNn)ON, 

E.e.r 

Fork I on C^ii KtiOK.s. 

ptrfMin’, !he foUoivtiig Draff f- 
€ 




IMar-c of I’ii.viiMMil , 

in whose i Amounts in 

favour. 1 I''orciu;n Mon<:y. 

1 

11 a tv. 

1 

su 

rling. 

*•. d. 


■ ■ 






‘...j ... 











lifquired by (Name) 

(Address) \ 

jf-. - 

Signed 



i 

Fi'U. 34 . -A:iisti/aiv.b’s Kequest to Bank eor Foreiun Cheque. 
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Exoha-ngo Banks. 3'lie reriiitter states Itts recjigVeyieMis <>ii 
a form (Fig. 34), and may expect to receive the draft tiio 
same day, if in tlie city of London, or in two days if the 


ord(?r is given outside th(i metropolitan area. 






No commission is charged for foreign ciieqiy'??', as tluj 
hank’s prolit is included in the rato%>f exclii|^^e. 

Open Credit. — An increasing number o^vreign remittances 


are now made without the use of bills of exekamje, by means 
of Oedits or Transfers.” The transfer* is an^advice sent 
by one bank to another to ptn^^ a (‘crtain siun of money to a 
specified person. If tlie advice is sent by j)ost, the nunit- 
tance is called a Mail Transfer ; if by (-able, a T^le^aphic 
Transfer ('i\ T.). The following Is a form of reipiest to be 
filled in by the person remitting by ma*il transfer : 


CU8TOMER\S KEQUJ^^ST TO JhANIv I’OK MAI 
TRANSFER. 


(hl7) 

Amount in Foroign . 
Moiu^y : 


at rtitc 


£ 

plus 

comm iss ion 


Total £ 


FofOOlON (ttKOlTS AM) 
RAYMij^NTS. 

.Loudon y 19... 

J V ease rex t- Ivc , / he 

eiiiiicalent of ivhich auumnt, as per 
parl.iruJars at side, insfrucl ymir 
ylgeney 

or at 

(Jorresp ot idei its 

f(l) To jjlacff to tlio credit 

of,: 

I (2) To 'hold at the dis- 
posal of 

I (3) To pay to 

•at following address : 


(Sh'ike oiik 
lines not 
wauled.) 


This a^rmunl is paid fn by . 

{Address) 

And by ofder of 

^ ^ Signature 


Fia. 3 S.— Customer’s* R^iUEST to Uavk for Mail Transfkk. 
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'V. . ) ‘ . 

vForci^^n like tran.sfrrs, an; advised from llio 

issuing Lank to tlie paying hank, and for hotli (;}K‘(|ues and 
transfei’s t he nuuittiM’ reeeiv(\s a reeei})t or aeknowledginent 
of ir^,vu(‘. One method is therefore as safe as tlie other, l)iit 
the ehK.;,xg; is jnore easily transferixed. 

TolegT’a})ln -4 /lTaiJsf(‘ts eost more than mail transfej's, to 
tlve extent that \ S; remitter has to [)ay the eost of the 
telegram. "J'he renhtter has to agree on the fortn of rc;- 
(piest (Fig.’ 36) tliat the message is to he sent at his, not 
the haitk's risk. On tin; o()[>t)sit(‘ ])agr‘ is a typi(*al form of 
request for t(degi*a})hie transhn’. 

Docuiljentary Credits.- I m|)orters wlio wish to [)ay th<Mr 
su])pliers imimHliately after, l)ut not before dis[)atch of (‘ach 
c;onsignmc;nt, may arrange a hank eredit at port of ship- 
ment, on th(‘ terms tliat the ex})orter is to r(;i’eive his moiu'y 
on furjiisliing the paying hank with pioof that the relative 
goods have been aet\ially put on hoard? In Contiiu'nlal 
countries, vvlHa’e gcMKis are exported over lanrl frontitas, 
evidence of dispatch is provided in Jvailway or Barge 
lleeeipts, or Postal .Uecei[)ts. Fjxjxxrters })y sea, for whom 
])ayment has Ikhmi arranged “ against documents,” are 
ro(|uired l)y tlu; |)aying bank to hand over* in y,xehange for 
paymeiit the Shipping- Documents, consisting of a Itill of Lading 
and an Insurance Policy or, if the goods art' shipped under * 
tloating policy', an Insuranee Receipt. An invoice and, where 
necessary, eertilieate of origin are also usually included. 

Export Credits. An ex}) 0 '-t(‘r receiving a tirst order from 
a foreign firm, of whose fmancial statu ■ he has no eertain 
knowledge, could lud l)c expected to send away valuable 
goods on credit. On the othev liand, by demanding a 
remittance by cheque or teViisfer before deliv<ery, he would 
prejudiee liis chance of obtaining nexv business ; but tlie 
foreign customer might be prepared to, entrust the matter 
of payment to his banker 6n the terms Cash against Docu- 
ments ” at port of shipment. 
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(aiSTOMER'S liKQirEK'J' 'I'O t5A.NM\* FOR 
• 'rRANSFlIR. 


To 'ini’, .....|>ANK, 

iA)ND<_)N. 

FMc-asi' £ , lh(> r(|uiv wliicli 

iniounl, (Icdiu-j ion t)l‘ \ om* insli uet l)>' 


\Mrn vour 


Ao'tMuty . 3 . 

. , - ■, , a I M. t o : 


S point Cl it 

{S/nkc ohI I'lacc: lo tlw^ miMlit ol’ f. 

lines vol Mold at tlic dis|^)sal ot . 

Wf luffed.) Advise am I |)a.\ to [. 


\ • 

W'p >‘ou to t (‘Iejj:i-aj)h to ihy af)o\'('. rtTcct, citlior 

literally or in ei^ilim', and li(‘rel)\' ouarantei^ you against all 

and every claim wiiicti may be ma.de against you in :i‘espeetiof 
tile al.iove message, and agri'c to hold you liaiMiil^ss afid to 
reU'Msc you trom all responsibility for loss or daina,g(‘ wliieh 

may aruse from your failing pro|)erly to identify 

the naiiKMi in«t]u> abo\ messagi*, and from any ii’regu- 

persons ^ ’ * • 

larityj inenrreetness and misintcrjiret at ion or delay in the 
t ransmissioj- .of, or in aeting ujiioii tlu‘. said message, it being 

iiitentiijii that tlie transmission of the message and tiav- 

ment bv" you of the abovi? amount should be (Mitirely at 
• 1 j * . ^ our 

risk and e<)st. 

i^ifinafure 

Nana^ 

Address ^ r 


I^ato* 1 


Airiount in Foreli^^ - ^ 

, a t* £ 

Conitnission 
Tehujram 

£ 


I'm. 3 G. — Customer’s Request to Bank roit CaiilT: Tkansekr. 
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* ExA^iPl^:. Mciisr.s. A. at Milan buy goods froiu Mr. 15. in 
London, wlio has i^noted “ Casli against doouifients in London.” 
Messrs. A. arrange uith thoir own l>ank at Milan to instinct 
an ag(>nt in London many foreign banks have their own 
oflJb'.s in the ( ■ity-- -to open docnnientary credit in favour of 
Mr. B>Vik*r say £500, payment to be niado against jirosontatioii 
of invoiciftV bills of lading, insurance policy and cortilicato of 
origin for (siTpA x bales ^St)onge (ditipings. 

When the giif) " ;-\hav(? lieon put on board the steamer, Mr. 15. 
takes tlio documerr-;, together with a draft drawn in accord- 
anee with the toriiis of the. credit, to the jiaying bank. 
The draft ^nay be drawn on Messrs. A., in wliicli ease the bank 
will pay it after seeing that jlio amount and tlio documents 
are all in order. 15iit usually the exporter draws on the 
paying bank, obtains that bank’s acceptance, and passes the 
bill Vhrougli his own ciuTeiit aceoiint. If the L/C authorizes 
B. to druAv at wsance, the liank’s accejitaiice can bo dis- 
counted at the low er rate chargi'd for bank liills. 

if siicli tc‘rriis cah b(' agreed to, the c‘Xport(.‘r need not 
move the goods from his warehouses until he rei'eives the 
L/C or advice from the bank that tlu^ ingney is therc^ ; and 
tlie foroig'n customer is happy in the thought that no money 
will bo paid until the goods have been disjiatcdied. 


Import Credits.- -J’rodnee imjiortcrs arrange documentary 
credits abroad, not because tliey cannot bo trusted with 
goods on credit but in order to rendej' linaucial assistance 
to shippers on the other side. 


An illustration of the method may be seen from the 
following letters, Avhieh are tyjjical of those used for credits 
established by LiveT‘})ool importias of cotton from tlie 
United States, jv London importers of meat from the 
lliver Plate ports. 


Gentlicmkn, 


( 1 ) 




I 

We 


request , you’ 


to establish'' a. Credit 
. r-' 


with 


, to the ext ent of £ 

( : Sterling) 

niithorizing the negotiation,of the Draft or Drafts, without 

recourse on drawers, of .t* .< 

on yourselves at after siglit, payable in London, 
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and ill eoii8iderut«ou of your so* doing eiigago to provide you 

with funds to meet aueii Drafts tliree days liefore maturity. 

Tlio Drafts arc to bo secured by the duo (uidorsement /^ud 
delivery as collateral security to tiie Jkuik of full set nv^loaii 
blank endorsed Bills of Lailirig for.*. 


but tlie Jiaiik is not respousible for the geiuy ■cieness or eorroet- 
ness of the Bills of Badiug or any ondor#euicnt tliereon, nor 
in tile event of any misre[>rosentation as to th^ quantity, 
quality, or value of any goods comprised therein, nor for the 
siiijiiiors’ charges on any such g(»ods. d'ho rnsurance thereon, 

with per cent added is 

to bo effected by 

A .... T 

or by the Hank in <.*as<^ sucli insuraftee should not lie arranged 

to its satisfaction, the cost of which insm’’aneo engage to 

pay ; and tlio amount insured is to b(5 held as available to the 
Bank until payment of tho Draft or Drafts. 

In the evimt of failing to provide for such JJraf^ efr 
Drafts, and of the Bank selling the rolativn goods, wliich it is 
hereby fully authorized to do, undertake to j^ay on demand 

tlui amount of any de^cioncy on such sale, together witli ail 
usual eommissiou and (charges and expenses whether ineidelit al 
tlieroto or otherw ise. It is understood that on duo payment 
of any Drafts/ vitli tho cost of insuran<teand any ot her ox [leuses 
ineurrod by the^Bank in connection witli tho shipment eon- 

C'.irnod, the rolativ-e documents are to t)0 given up to , 

provided all otlier Drafts duo, cost of insuranco ayd exjienses 
sliall have lieen jiaid. • 

It is understood thiit the negotiation of the, Draft or Jlrafts 
above referred to shall bo optional oli tlie part of yon or your 
agent- « 

This Credit is to cease to be available on the... 

19 


Y ours faithf iTlly, 

• 

9 



• • 

« 

STAMP 

1 •• 


The first is a letter from tji» l^mporter, addressed to his 
bank in Liverpdbi oi* London, as the ease may be, asking 
for credit to be established., and gu^rantc.eing jpayment. 
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(‘ 2 ) 

Tilt) ManMg<‘i‘, 


No 

VVo^'Tv.l "ill tool obliged if yon will kindly ostabli.sh a 

Cretlit with .4 



to the oxl^OJit of 

ill favour of 

Paynient is to bo nuido agaiost full sot of cloau Idank oiidorsetl 

bills of lading for 

• ‘ 

T 1 )0 insu rai loe *. is to 

bo otfected by ^ and tho |)oliov must bo 

attaohod to the drafts. 

Ploaso debit our account wit/h 

for your disbursonients under this C'redit, and forward tho 
(^oouinonts direct to us. ^ 

Tloasd' note that this Credit is opened on behalf t>f our 

(diont 

and unless previously eanecllotl is to be. acailable until 

19 

i) Tliankiiig you in anticipation, ' 

Yours faithfully, 

Tlie second exanijilc is tlu^ advice servC^ by the Englisli 
bank to its agent or eorrespondeid; at, say, Galveston or 
Buenos Aires. 

As each eonsigunient is .made the Exjiortor draws a 
hill on the Englisli bank, and takes tlie draft, together with 
invoice and slri})[)ing doeuinonts, to the bank at port of 
shipment. It will be noticed from the aliovc letters that th(i 
exporters are to if'ceive the full amount of their drafts, and 
that recourse will not be had against tliem if the conditions 
of the credit* are not fuliilled. The foreign bank sends the 
documents straight to tlie English 'bafik,d)ut disposes of 
the draft, after endorsement, through otlier banks or bill 
brokers, and the draft eventually iin(|^s its. way to England, 
'where it will be presented w^hen due on the importer’s bank. 
The importer has undertaken, howevet, to'provide his bank 
three days lief ore maturity witli funds to meet tlie draft. 
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\'T 


• • • 

Rngli.sh l)j^iik holds the do(Siineii(s as* aiUUond 
Sfxvrili/, and is authorized, uii<h‘i' iJic terms of the gnaranteti 
(letter No, I) to sell the ^oods iu tlu^ (‘veut of the importi'i* 
failing to {)rovide for this or any otlua' draft issmal i';'*?ler 
the credit. ' 


All exp(Mis('S, wlu‘th(‘r* incurred 
dehit(‘d to the importers. 


ahioad 


or >7 1 ere, 


ar('. 


Documentary Draft on Customers. li^Kj)oiters A\ho aie 
able to allow tluar customers more lilxu'al terms tiffin ( 'asl) 
against documents on s]n‘pme? 4 t ” dra w on them what is 
known as a Doeumentary Draft, which is eolleet(‘d through 
a bank liaving a branch oi* agent in the e-ounti‘y of <Jf‘sthm- 
tion. draft is usually drawn rti fa vour of the eollecd ing 

biink. Its tenor, and the Rm'ius on \vhi(?h tlic' importer is 
allowc'd to take possession of the docuin(‘nts, depcmd upon 
tile arrangements he has made with the exporter, and to a 
largo extent upon tke customs of the imjiorting eo^ntr);. 

d/p TeniiB. -'.rhe safest way for the (yxportc>r is to olfer 
Documonis against Piiynurit (D/l|), which means that tlie 
bank is instructed not^to allow th(^ ship[)ing documents out 
of its jiossession until the draft has Ixuai jiaid. * 


For purpose "^ of illustration wa; w ill take the ease .of a 
London importer, who receives advice from a Colonial bank 
in th(^ city that it holds a doeumentary draft drawn on liim. 
Shortly aftei*w ards tlie bank's messenger or “ w alks clerk ’ 
calls at the importer’s office,* w here he produces the draft 
from his walh't, saying that he has a draft for acceptanc(', 
and delivers it to a resp(msib}’e ernptoyc'e. 

if the draft is usance . — say 60 days after sight ~ 
the messenger leaves the draft, and calls for the accc^ptanee 
next day. in some ofliees there is a slot in the counter 
marked Bills fory^eeeptaiice,” jnto w hich the messenger 
only needs to drop the draft and go away. When the 
bill falls due it is pj’esented for [^yment at the })an4f on 
which the accejftor thas domiciled^ it, in precisely^ the 
same way^ as cheij^ues are pr(;i^»n1t.al, and after it has been 

. ^ Sec Principles aiiU JSractice of Business, p. 215. 
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collec^ad *the C'olonial baiikrhands the (|ociii)ient8 to the 
importers. 

If the importer — c,(j. a provincial firm— had no a/c in 
Lffi^rlon he would domicile hi. acceptance at his local bank’s 
hcad"1dbce or London agent, who would then require advice 
from tli^ivcccptor’s bank before paying. 

If the is made payable at sight the messenger who 

presents it at tJi^s^mporter's oflice waits for it to be accepted. 
The cashier may '^^refer, if the amount is small, to pay in 
cash- - no^ })y cluMjuc- at once. Siglit drafts arc accej)te(j 
to enabh^ the collet* ting banker to present them through 
the })ank in the same way as cheques or other bills. 

In many cases tlie drawer instructs the presenting bank 
th5.t the drawtH? is to have the option of accepting the draft 
at any time up to arrival of the steamer. This method 
will become cleac’cr after perusal of tlu? following letters. 
No. 1 is an advicjc'tfrom Exporter to Customer in Sydney ; 
No. 2 an advice from Exporter to bis Bank in London. . 


% 

« 

Messrif. W. Jeiikuis <0 Ney/, 
Sydney, 


( 1 ) 


Dear Sirs, 


London, IGlh Jan., 19. .. 


*' Herewith w(3 beg to band yo*u iuvoico6' Nos. :U0, JIJ, 
did, and did for £dod : / / .* d with sliij>ping instructions 
attached thereto, * - 

We beg to advise having this day drawn hpon you for the 
amount, viz. : Ttvo hundred and five pounds J I jd, documents 
being attached to the draft to be surrondere<.l on due payme/M. 

We have instructed our Bankers to present the draft and 
docunieiits to you through : the usual way, and have advised 
thoni that you have the option of accepting same until arrival 
of steamer. ' » . 

We recommend our draft to your g^od protection and beg 
to assure you.of oiu* best attention at all times. 

Very truly yc;>urs, * 

Smith & Brown. 

Enclosures : 

Invoice Nos. 2 1 0-3. 

* • 8ivipping Instruct] ii'ns. 


* The words ‘‘ doeumevt}^ to be surrendered,” etc., are 
usually omitted from the draft itself, though included in 
the advices. * t * 
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(fi) 

I iOUfKui, 1 Jan., ID... 

The Maii<‘ig(?r, 

\Ahirclays RaTils, Liinilt'd, 

Kort'igi) 1 )epai*tineiit, 

E(‘M(’}njreli Street, JC.(\ 3. 

I)i:ar Siiv^, « 

AttacDied lii^-ft'A\ith pU-a.^e find <lraft 
at. ,si(jhl 

on Me,ssrs. 11'. JehWhi.s tt* JSon, . ins/ralia, 
for £:::(in 

with sliippiiig (locunuaits atta.<‘h('(l tluMuDo to lie snrri‘ndered 
on due payimnif. * 

Kindly j>r(isent draft, and <l(>eirm<*nts to our (‘ustonavr tfirough 
/heji.siial way 

our euslouK'r having the, ()p(ion of aeeepting ^alHe at any dad* 
until arrival of {^taann'r. If draft rvfn.svJ, do not protest, f>iit 
hand satnc to Messfs, il. .i. Urnder <(• (dow panjp Sydnej/. 

I/*lea.'^e eoll('et sait%e for oiu* a<‘eount, |)roeeeds to sent to 
London ] )\' Ma t/, adrtsiny tis tn dttr eottrse of t hv sivri t tnj antott tit . 
^'ours faitld'ully, 

^ ^ •SmI’T'U JV|{(.»WN. 

l^iNOLosj ! aios : 


Draft’ at sdfhl. 

ln\'oi('e.s‘ No.s‘. J1 f, Jt J, and !I>1. 

ty. Lai ling. 

Shij)t>inLi- I nstruetions. 
i nsuraiK C' ( ’ert itieal o. 

Stateineiit of Account. 


If a (i/p draft is not {>aya])le until some time aft(a* siglit, 
it is fii'st [)r(^s(‘nt(‘d for a(‘(‘('|)tan(*e, and when t]n‘ v('ss^l 
arrives the hank obtains possession of tlie goods and Ijas 
tluati stoif*d in a warehouse* Tn some important towns 
in th(> hiast lainl^ers liave thtvir own warehouses, known as 
“ Clo'downs/’ hut othrtrwise The goods are sLjred in a 
public warehouse, if such (‘xists, in tJke name of the bank, 
whi(‘h holds hhe r(4cei})t or Avarrant. ^ # 

At any time' h(Tore tnaturity the im])orters may retire 
the bill, i.c. .^^ay the amount under discount, and obtain 
delivery of the goods. • Without paynipnt oFthe fulhaniount 
of tiu* d/j) draft the collt^'cding l)anker js not authorized to 
let go th(' do(mments ; but on tludi' ot/m responsibility 
l)anks sometimes akow^ delivery, <^)r part delivery, 
before maturity, in which case tluiy Treepdre the importer 
to sign a Tr^ist Receipt. * 'I’he obj(«.;d- of such an arrangerTient 
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may he to alIo^¥ t)ie iin porter to .sell tlu? goodrf Ixt’ore he 
pays for them, or it may he that there does TiT)t liap]Ten to 
1)0 a piihlic warehouse in the vieinity, and that there is no 
way open to tlie hank(>r Imt to allow the importers t(v fiort' 
the goods in tiis own warehouse, and trust him to niiH^t his 
ohligations. 

d/a Terms." Tlie ex|)OF‘ter must liavo * ‘eertain amount 
of eonfidenee in liis eustomer to offer hiii^ Docuvwnis a(j(iinsl 
Accepf/rnce (l)/A). As the words stale, the ifSiporter is 
allowral to take [)o.s.se.ssion of the goods in r(‘tiirn for aeee])' 
tanee of the draft. 

Open Draft on Customer. - A <lraft to m hieli no doi^tmiMits 
an^ attached is called an o[>en dr*afi Naturally, for 
fojeign trade such drafts otTer no securify to the exporter 
(‘X(^(>pt the im[)ort(‘r’s promise to aeci^pF; or pay thcun, if lu' 
has promised to do so. Nev(‘rthej(‘ss, inlT'rnational trade 
is financed v('ry hfr'gely l)y unsc^eur'ed trade l>ilk, and it 
must not h(‘ imagined, from wliat has hetai said ahout 
withholding documents to secur(‘ payment, that export 
merchants live conthjuaily in the urdiappy stat(‘ of mis- 
tiustiiTg their fric-nds. It will be seem in the lu^xt chaphn* 
than an im]xvi*tant ])art of the merchant’s l)Usir\ess is to 
know his custofners and their ways. 

Advances against Documents. If is in the natuni of 
business enterprise that thoj^e engag<al in it S(‘t#: to handle 
the largest |)Ossihle turnover that tlieir n'sources will 
allow. Yet the longer thehxporter has to wait to recover 
the cost of each shTp?Tient the less sliipments he will be 
able to make in iTlie year ; and when Suppfying goods to 
(say) Australia or tlie blast against draft at i^xty or ninety 
days after sight, so^ne four or fi\^^ months must elapse 
before advice of j)ayment is rec^eiTital in London. •• 

b’he banks areVillmg to discount or advance money on t^e 
security of boywAfid^ tvado eft^afts, but they usually require 
eollnKa-al security in th*e .•ihape of shipping documents. 
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Lettei of Hypothecation. — As more possession of the shipping 
(locumonts would not entitle the bank to sell the goods to 
secure his advances, so the bank requires the (exporter to 
sigii^v" Letter of Hypothecation which expressly authorizes 
the banlv have the goods sold at the exporter's risk and 
expense if tc bill should suffer dishonour. The Bs/L must 
be endorsed in W'ank, to (*nable the bank to take posses- 
sion of the goods v. ithout the consignees’ signature, if pay- 
ment should be refused. 

OF r]V!Hn'liF('ATI()N. 

^ Loiulo»u l.'flh ()c(oh(>}\ 111/.^ 

To tlio Di vectors of 

Idle Aiionyiious Banking C!o., Ltd., 

8irigapove. 

ClRNia.KMlON, 

W(' liavo negof iated through your Lontlon OHice our 
Bill at i^O days after sight drawji in your favour 071 our cusUuners, 
A^essrs. .L Hadji, Johnson <£• Co., at SingQj^ore for £1 1 : Uf : .V 
beirlg the value of V zin(>lmed cases Mixed Tweed ^Suitings 
as per lnvoi(’o attached licreto. 

As .seciiiity wo have delivered with tlie said Bill, slapping 
doc'-uinents iiuiluding a ('omplote set of clean blank endorsed 
Bills of LfuJing, as follows : 

Bills of Ladirig for '?C/.s‘ iriaikocl i ,T if j 

per s.s. Barotse. From London d’c") S irija pore. 

Freight, has been paid by us, 

Mari no Insu ranee Poli(*y F,P.A . for £ I Jo 

elTeeted with British Kastern Insurance 
])aya'.;Je in Singapore, 

Tbe.s<? (iocunients are to l)e given np or> payment of the Bill. 

If the said Bik should si lifer dishonour, we hei eby authorize 
you to sell the relative goods for our axicount and at our risk, 
and in tlio event of tlie prof^eeds of surMi sale not amounting 
to so iniudi as tlio .amount of the said Bib, wo undeitake to 
ix'iTnbnrse you to the extent of any ilefieiency, together with 
all tile usual cojnmission, cli^rges and all incidental expenses. 

Wc are. Gentlemen,, 

iTours faithfully, ^ 

/oHN Hands &. Co. 

Maxgin.—In the event of the bill*' beipg dishonoured 
the goods may not reklizc the full amount of the draft. 
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It i8, therefore, visually agre^^d that the bank .sliall Advatiee 
say 75% of the amount of each liill, and give the t^xporter 
a Marginal Deposit Receipt for the balance of, say, 

When advice is received in Loudon that the bill ha.^ been 
paid, tlie exporter receives the amount of tlv> bill, after 
deduction of tlie amount advanced, intere .:, thert^on and 

i 

expenses. The agreement may give t’ e f)ank a gmeral 
lien {p. 168) on the margin as security 4or tlie payment of 
any '' bill or bills running,” that is to say, the* margin of 
one bill may lie Avithheld to mecur(‘ tlie amount advanced 
on another which may sulTer dishonour. 

Interest Bills. -Most trader bills on India and Chifia, ^nd 
many of those drawn on Ja|)?tn, contain an Jnterest 
Clause (Fig. 58). Tlie rate of interest* whicdi is payalile 
by th<' draw(M>, varies according to tlu^ slate of th(^ discount 
market', from al>out (> to 8 pyr cent-, per (immnL 


If the exjjoi’ter Tliseounts the bill, the interest go(\3< to 
the Eastern liank which has purchased it and prestvnts it 
for payment. 

TNTEREBI^ BILL. 



No, £JVS: 

London, 1 0th Feh., 

At thirtp days after sight |>ay t-his FIRST of 
Excliango (SElfINl) unpaid) to th(> order of 
the MercmMe Baigk of Indian Limited, the sum 
of One hundred and., thirty-five shUlin<j.^ 

St(n'ling, payable .at tli^i said Ifanic's current 
drawing rate for demand Drafts on Loudon, with 
interest at %ix per cent, per aimum added thereto 
from d>ite hereof to approxiiftato clue date? of 
arrival of tlie r^anittance in Lc>n<k>Ti, value 

iccoivc(L lrivftice |5 per s.s. lilandasor. 

Messr.^. A . Molutmad^Kssam cf? Bros., 


CMonho, 


F. Page & Co. 


Fiar SJ^lNTEREST ftlLL. 
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Whc[(‘ the exportiM*, instead of disc^crintijig the Idll, 
entrusts it to the bank for collection, he is of course entitled 
to ^the full proceeds, hvss ex|)enses. If he is able to Avait 
for iV nioney until advi(^(5 of paynuuit is r(M‘eiv(‘d in London 
the bill may be a prohtable form of investment for him. 

Usually tj. LoruhVn banker only advances part of the 
amount drawn U “ in tlu* bill, but its olli(‘e at (h^stination 
collects interest bii tlie full face value, 3die expoj’ter is 
therefore entitled to a share in such interest, /.e. to the 
interest on the margin, (bi aiTival of the nunittatu'e in 
Ijondon the exporter receives the margin, plus marginal 
interest/ expt'nses if any. 

It is not eustomary to draw interest liills (‘xcept for 
goods sbip])(sl to th(' Hlast. Exporters to other countries 
who wish to reeovx'r hank discount or int(‘rest from tlieir 
eaistorners, either {a) inclmk' such charges in tlu' amourd 
dr.‘twn for A or (/;) kecf) an Aeeount Uurrent (j). 30!)) Avith 
their customers into vhieh th(> charg('s may bc^ enU'rt'd as 
agreed and drawn for in subse(jii(‘nt bills. 

Bankers’ Acceptances. Instead of raising money on 
documentary bills, exporters sometim(\s find it more 
economical to arj‘ang(‘ with a bank or Accepting House 
(p. 125), to alloAv tlaun to draAv for part of tjio value of (xich 
shi|)m(‘nt, olitain th(‘ baidv’s or aeeepting hous(‘’s aeee])ta,ne , 
and diseoyiiit the bill at another bank or discount houses 
Naturally the diawer has to agree* to ])i*ovide funds Indoi'e 
the l)ill falls due. Moreovaa’, the aceej)ta!i(*e is usually given 
by tlu* bank whieb negotiates the documentary draft, and 
as collateral secufity for the ('xfiorter’s undertaking to pro- 
vide for the aeceptance, the bank would tlien bold a letter 
of hypothecation on the documents. 

The banks make a ehurge for aeceptaneOj calculated at a 
cate per cenL— say \\y^y~~per am/tiuifrr, but bills bearing a 

i 

^ For metbod of calculating amount to include discount seo 
Vrhieiple^^ Pmciirc of Busmes?^, p. 2.‘{0. ■* 
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banker’s signatfirc are fliscounte([ at the rates qnoteil (see 
p. 180), for bank Ini Is, which is lower than the rate quoted 
for trade bills. Ilui advantage depends upon the etate 
of the discoiint niarket. If the rate for interest bills is 7%, 
and the niarl^et rate of discount for l)ank bills is 51%, t.h<. 
accepting l)ank’s charge of IF/o for ae; pting would 
(^pialize the two methods. But il- nuiy hap)pen tliat the 
discount rati) for (ii’st-dass bank pape^ is lower l)\r mort' 
than IF/o than th(‘ rate cliarged for ad vances ag^iinst trade 
bills. 


Bills in a Set. — It will b(‘ notified that the bills shown 


on pp. 805 aaid 854 con tain the words : Rirst of Fx(;hange,’' 

Second unpaid,” ebe It is <*.usK>mary for fordgn bills to 
1)0 drawn in two or three [)arts in orrh'r to avoid d(‘lay 
through loss in transmission. The second co})y, called 
appropriately th(‘ Senufda is sent by a> dilhaeait route 

or latrvr mail. Facii part must be numbi'red, anj bciU’ ^a 
reference to the other |)arts. I’he usual wording .is : 

1st Rart. . . .sif/hf of (his Flrnt of {Scro)((h (no/ 

'rhird of samo te-oor (nid dote Ixdnof no/xtld). 

2rid i^art. - . . . Jsl<f}d*of t/d-s Saeond of Krcfuniije {Flrsfaod 
Third of Sitoie leoor (tod, d(Ue helutj nojHihi). 

8r(l Raj’t. . . slijht of ifnx Third of liij'f'hrnitfe [First ond 
Fceoiid (f^ame tenor and dale txiiruf unpaid). • 


, All tlie parts [og('th(*r then const itute, one l)ill. 


IIio accoqjtancf'. may bo wiitj:cii on any ])art, biff it must be 
written on one part only, and the ac<M‘j)tor sliould riMjiiiie tlie 
])art l)oaring liis acceptanco ta lx? dodivcrcfl up to liiuj. IT 1 k' 
accepts moi'e than ono^part, and such acce]>te.il parts get into 
the hands of different holdom in <luo cou^’so, he is liable on 
every such part a.s if it were a scj^^iarate bill. 

Wlicro the holder of a set indoi'ses two or 4 uore jiaits to 
different^ persons, hf; is liable on twerf' such part, and every 
indoT-sor is liable on tl*ie part he lias liimself indorsed as,*if it 
w^er(> a separa te bijl. * * 

% 

Exchange and 0th^ Clauses, --Tn order to detci^mine the 
amount wdiich the drawee of a hilUis expected to pay, it 
may* be necessary to refer la a sjiecial elavfse ort tlie face of 
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tlie bill. Tliorc may bo (1) an Interest CJuuse, as shown on 
p. 305 ; or the words (2) With Bank Charges added, (3) 
Exchange and Charges far Collection, (4) At the rate of 
exchange as per first London endorsememi, or (5) At the , . . 
Bank's dnmmig rate for demand drafts on London. 

A bill ma ; be expresst*d in sterling, or in the (vurroncy 
of the country 'i»;i which it is payable. In case (4) tlui 
bill would be expr^^sed in sterling, and the rate of exchange 
endorsed ^Ihereon by the London banker at the time the 
bill was negotiated to him. This is Avhat was done in tlje 
case of the goods invoiced bn p. 326. Clauses (3) and (5) 
mean that thci l)anker at destination fixes the rate on 
presen ling the bill. 

Sans Protet. — I'o avoid the cost and annoyance connected 
with Protesting it is a common pTacticc to give the 
collecting l)anker the name of an agent or correspondent 
in the vicinity (see letter No. 2 on ]). 302), who will take 
yp the bill and documents sans protet, i.e. iinihmU protest 
if qeceptance or payment is refused. F’he banker must be 
clearly told not to protest ; otherwise he will have the bill 
prot,estcd and ajiply to the Case of Nc'cd ^ afterwards for 
Aecepi ance or Ikiyment supra Protest. 

Payment through Shipping Agent. — Both exporters and 
importers occiasionally arrange for payment to be made 
by the Forwarding and Sfiipping Agents ^who undertake 
th(^ transp(H-t of tluur goods. The services of such an 
agc‘nt or transport coni])any extend to coll(>cting, packing, 
forwarding, and Avarehousing the goods, in addition to 
arranging payvnent against delivery from the seller or to 
the buyer, or in any other way most aeceptablo to both 
parties. » 

Private Negotiation of Bills. —It has been explained ^ that 
the original and main object of the bill of exchange is to 
star/? as a substitute for currency, hy the transference of 
de])t from one person to another. Thprf A may pay B 
with a draft drawn on C. There are three parties to almost 

i . i ‘ 

• ^ •- 

^ See Principles and Practice cf BicsMess, p. 230. 

- See* 7)/7/d, p. 231. » See Ditto, p. 239. 
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every foreign hill: (a) the drawer ; (/>) dh(‘. df^'twye, wlif) 
becoiues the accS^ptor ; and (r) tlu? lKiye(‘, or -df the bill is 
drawn “ to Order and endorsed }>y tb(‘ drawer -tlie 
endors(H3 or liold('r by delivery. One of these [parties 
visually has no eonueetion with the transaetion wliieh gave*, 
rise' to the l)iil as l)etween original debtor and creditor, and 
is usually a bank. 

d'luis A may pay B with a bank draft di-Avn on tin* (' l>ank, 
or B may collect payment frojii A by (/-awing on him and 
negotiating the ))itl through tlu* ( ■ hank for ('ollec't i^'H. 

The juivate negotiation ol# hills or jiroinissory not(\s, 
i.e. their transferenee to a third party not being a liank, is 
only resorted to (a) whei’c lianking faeilities arc' iaef-Jiig, 
or (b) to rediiei'. eonimission, eliai;ges, and loss on e\:ehangc 
wliicli result frtvin ahnornial coiiditkms,* e.r/. a wildly 
tluetnating exehange market -vvliieh induces the banks to 
increase tlio ditfen'iiee betweeji their buying aiul selling 
rates. 

Account Current? An Aeeonnt Current (A/C) ii* nothing 

more than a eur?-ent or running aecoimt with the addition 
of coliimiis for tlu.^ ealeulatioii of interest on each item as 
agreed between tlu^ j)^rties conoerned. 

Kxampijo. - d’be simplest exajnpio is the Banker .s lte|>osit 
A/c. d’he bmker allows hi: (aistoinc'r interest on the dcjposit 
for the number bf days it remains. If the amount is inci’based, 
or part of it witlidrawn, t he l)alanee is aseertaiued and int ('rest 
talculatcd )ieiie(^f<.)rtli on tliat ligur(\ 

Jn working interest bankers do not eraint sun of loss ( ban 
ton sliillings, but amounts of ^)vei' ten sliillings aie conntc^d as 
one pound. 

Accounts current are used larg^Jy by mc'reliants engag;(^d 
in ovt;i’seas business — particularly tlu^ eajried on with 
agents — where the seller d/>es not draw^ for the value of 
each consignment, with interest, < 

Examine. Alossrs. Baird & (.’o., of 14 King Street, liivfcapool, 

( 3 xport maehind\-y and distillery j[)hfnt to tlu'ir agents the West 
Indian KcpjipmT'nt vSyndicato, at Iviiigston, damaica. Invoiw^s 
are charged net v?ith,iiiterest ns*froin date of shipment at 6% 
and payinertts credited at 5% p^. from date iC'ulizable. 
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CJIAL’. 


Dr. 


Motliod 1 IVy 1 ^^^' liitore.st /ral>l(‘,s. 

Ai rOT^N'r ('URIIMNt! 
Wios'j’ Indian m'imknt Syndic ati:, 

KlNDS ruN, ,I AMAK A. 


l/ri)., 


Dr. 


Date. 


Intin.’sl i Jl'-iii. 

Dale. 


Intii'fKt. 

r.o , 





•1. 

to. . 


i: -v. fi 

May 21 

'I'c Ualatico 1 1 


■ ’ S2 

to 


Apr. 2.') 

I’y 'I'raiisirr 

0 1 

Arr. 

,, Unofis ! 

12 

‘1 ; la 



20 

,, ('roll it 


May 24 

'.III. i 

i:; 


12 

4 


Ndi(' 

1 

Jlllh’ 20 

,, li.a lilt. 1 

,s 

I'Y; 



May 25 

Dralt al lid 






! 




(l/S, lilli' 



till. 




11 

III 


July 27 

8 10 





-> J;.; 


1- 

.tuiKi :.K) 

,, 15:1 la lift; 

c'd 



I, 


1 

i 

I ^ ^ 


■ 

i , 



III ii 

.Inly 1 

'.I'd I'lalani'c 


j 

i 1 







hroiii'lit 



1 ‘ i 







(]d\\i) j 


i Sd 


i “ 





/<;. .i- o./;. 






i 



■ir.i ; .1 :} i 


liln'i'pou! . -VMli lit. 


tli(^ baJaiulnjr dato iDviist lx 
'rims i)\t.cn'sl. dd i fx' dral't iliu 


Red Intetest. ' IntorosI: ialliiig (lii(‘ al'toj 
di'cfuciiMl from llio itt'Di, iiul’ iuidcd Id it. 
duly 27 (shown, uhovo in MiicktvjH;) would bo (iuterod in rod ink to roniuid 
iJio boolvlioepov lliat it must not ])o addt'd boro, but tj’aiisfori'od in black to 
th('- opposit i (M)l umii. 


Method 2 . (.’ontimuital or Products Metliod. 

ACCOUNT CUKHi^:N'l\ 


J)r. W’os.i; Indian Kouiicmknt SYNDU'A’n;. Lim). , Dr, 












Dalf. 


l< ly - ! A 

v: 

.V. 

J. 

Dale. 


Davs. \ 

£ .s.A/, 



i days. 






d.iys. 

1. . ' 

.1',). , 


I 

; 




10 . 


; 


Mav 21 

To .r.alaiUT 

01. i 7508 

82 

Ml 


Afr. 25 

liv 'I’l'anster 

(U) :{:'.00 

50: -4 - 

Apr. 5 

.. l looiiiS 

SC) 1 :>,S70 

, 45 


- 

20 

„ Cr. .Note 

(U 518 

B'lOi - 

Mid 24 

do. 

27 ‘ 4 too 

il 12 

12 

1 

May 25 

f, Dft. at do 



Juno 20 

,, lied 






d/s. duo 


j : 


i’rodiu't 

1 27c,') 





^nly 27 

27 ' 2700 , 

loo: - 

*T 

., lutenvsl 

j 

j 2 

<1 

10 

June 20 

,j llalaiir.d 

; 1 









e/d 


85' 2, 2 




1242 

12 


] 

1 ■ ' i' 


242 12! ^ 




;.JL 




1 , ' 





0% 18227 






i 

' : i 



0 




Int. I'dr 1 ila.v yt 1 % on 

5% 2818 , 

; ! ! 



I';;, 110022 



1 

.tl 10.022 .y 10,000 

2 ' 

: 1 i 






1 

2000-2 


1'/;, 10000* 

: ! i 

-1 uly 1 

l‘o I'ailaiiee 





, 2»;:i 

,1 * ^ 




brmi.ylit ' 





-.YJIOI 

1 


^ i I 


down 


8*5 

! '' 

- 

• 


. ‘ i 

! i 1 


E. a. O.E. 







1 

1 

j ; 1 


lAmhord, ;i 

Oi/t June, 10 ,. . 
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Products^ -".rin', second iiietJU<»d is worked on tilt'- yrinci[)fo 
tluit the iritorcst on nny given anurnni for 2 days is equal to 
tlio in ten's t on donFle tliat iinioiint for I day, af the same rate 
per cent. 'J'lins in the above »'xam[)le, be <lel>iting tlie.W M. 
Equipment Syndicate foi* the nsr; of for I <Jay the same 

result is obtained as by del)iting it witli £82>, lO-s. for hi days. 


tLvionoisiJ 11. ^ 

1. W rite an essay of alnuit 150 wonts on ('urn«iicy. 

2. Wdiat is i\n} Lathi Union Name t he ]a incipMl moneys 

of aecount id' tlio \vorl<], witli their approximate sti'iling value 
Htpar. , ^ 

3. I)< ‘scrilx? luh'tly the eurriaicM's of India and Uhma. 

4. Whiat is foreign oxcluinge ? \\htlio*it g(»ing int(.» details, . 
('iinmerato all (ho means you know by kvhich money may b(.^ 
remitted abroad. 

5. k^xplain fully ; (a) (5) (.'iieular Note, {<:) Ikinlv Draid, 

{(.{) IMail Transh'i', iftid (e) i'.T. ^ ^ 

6. Hill of Exchange with shipping docuuaaits attaehed.” 

VVliat aj‘(' tla'se shi])|)ing documents ? l)<'st'rib<‘. t he function of 

each, and ox|)lain why the documents should be at tache<l io tlie 
bill of exehangi'. • (S.A.tjx'.Il.) 

7. ^\ hat- is a 1 tocuuu'utaj’y ( Ve<lit V lOxplain how it works. 

8. On the ‘gi:q)])osition that you are an ex|)orter, slpppiug 
la,rg('ly to custonu'rs in India, Australia and New Zealand, 

,ex[)lai?i in didail soiui^ of tlio arrangiaucnts you would make 
(a) for securing ])ayment fj-om your (aistomers, (h) for obtaining 
advances on the shipments from the banks \vi4ti whom you 
deal. • (8.A,tpe.yn.) 

9. Explain; (a) D/A, (6)»D/P, (^) 'krust Koceipt, (</) Margi- 
nal Interest, (e) Marjl^nal Deposit Kecc'ij)!. 

10. 4)raft a d/p interest bill at .‘10 m/s oi* K. Ananda Simpan- 

jee, Oaleutta, for £120 18.y, 8f/., \alue in 10 ('/s Ihmhvaro 
per s.s. “ Holywell.'’ Explain the objeet <^f (his form of 
draft, ^vhicli iSwCofniuonly used liV (’^porters to the East, and 
state liow tlic same* object may bo served wlien drawing on 
other ])arts of the vf Grid. • 

11 . in what manner may e^p^irters make use of liankws^ 

aecoj[)taiices t< y’liifttnco thdir foreign trade ? Is this aii 
ee'^nomical method ‘i? • _ • 
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12 {fi\ El plain f-lio reason for.drawiiig bills^ “ in a set,'' and 
show to wiiat extent the ])artie.s thereto aj'e liable tor payment. 
(b) Explain ExehaJigo Clause," ami “ Sans Protet.'’ 

13. % hr) State tlio »ises and di.sad van (ages of i^rivate negotia- 
tion of bills. 

(6) W'lirit is a foreign bill ? Draft one in simple form, from 
the following [i^irtienlarJ:, : 

Drawers : Barker A Derry, 2t)A A\ alia- Lane, l^ondon, E.Ch 

Diawees : Sonlliey^p Motor ("o., Sydney, N.S.W, 

l^ayees : A. Slu'ar, 'IVojan Ranch, ('astlemaine, Victoria. 

Ai noun t £181111 s. 7 </. 

Tenoi' : l(l days after sight. 

14, State tlie \'aluo in sterling, and show working, of 1,000 

franys at d 1,000 dollars, at ratios of exehange of 27-50 and 4-77 
respectively. (D.(J.t‘.ll,) 

16. J. Blown t'i: Co., London, have an A/e w ith D. Nairobi S: 
Co., of Calcutta. According to Brown & (/o.'s liuoks the debit 


balance on 

Juh- 

1st, 1010, was CJIO 

12s. {yd. 

J’he foil 

owing 

ai'c tlie July transactions : 





^DehUis. 

fj uly 

J Shipment per “ 

Mooltau ' 

’ £415 

10 

0 



LS 

Ranee " 

£518 

12 

7 



22 

Malaya 

£280 

15 

0 



20 

M{dac(*a ’ 

’ £185 

8 

2 

Credits, 

J iJy 

5 Draft at 10 d/s 

£310 12 

0 



f. 


24 „ 3 d/s 

£300 0 

0 




Interest rules at 5%. Set out in proper furjn the A/C as 
])er BiOAvn & Co.'s bot^ks, .showinir balance as ah August Ist, 
1910. * ' ' (S.A.ec.TIL) 

Note.-- Assunm that the drafts contain the usual interest^ 
clause, entitling tli<> <x\|n)rter to casli in London as froju date 
of drawing bill. 



CliAPTEH KIL* 

l-:X PORTING. 

British Export Trade.- 'rho ox wort trarlo of tli<" U n ited 
Kingdom may be divided into two main, branches : (a) tiie 
(’Xj)ort of liome-piodueed commodit and (h) tln^ sale 
abroad of tlio products of other (countries, 'bho latter 
l)raMcfj might agaip be split into two sub-divisions, vi:i. 
(1) tlie ordering of foreign goods for direct shipment foreign 
markets, and (2) wliat is known as tlie entrepot trade, i.e. 
the importation of foreign goods for immediate re-export. 
The London (export lii^ns are responsil)k‘ for tlie rnarkc^rfing 
of a large quantity of forirign products, particularly ( 'onti- 
nental manuTae|ures. , 

Development. British exporters to the colonies or 
tbreigii countries have usually one of two classes of 
customers in view : {a) the foreign import merch’&iit (for tex- 
tiles, hardware, provisions, etc.), or the user J[for machinery, 
etc.). 

Inquiries may be ^obtained by means of advertisements 
iiisertec! in the foreign or colonial press, ^r the British trade 
papers circulating abroad, or circularizing; likely firms, 
and, in* the case of. textiles, scnditig them samples. The 
last-named is ap expensive metliod, and one which lias*to be 
carefully done, with full knowledge of local requirements. ^ 
The DepartmeuS *K OversesZs Trade (Development and 
IntoUigence) — a joint d<5pfvrtment of*the Foreign Office and 
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tlic V)f "rraik' collects iiifonnatiofi r({(jjar(lii)g |)0.ssil)le 

miportiTs of British Jiiauufactures, tlu'ir Jiani(*s and status, 
the class of goods TTXjiiin'd, and t(‘rms of treading. Tlie 
de]iarfni(‘nt also (whlhits samples of coni|)etitiv(‘ makes, 
finds out wla^ e ovcj'sc'as buyers obtain tlieir prestait supplies, 
and even the 'prie(‘s tlu^y jiay. Information may also bo 
olitained as to the foreign and eoloiiial customs regulations, 
forms of eertiticat(n.)f origin, transport facilities, and regula- 
tions ri'garding commercial tnivelku’s, (di;. 

The Chambers of Commerce, “ and such institutions as the 
]>ritish Bmpir(‘ lh;odiKU‘rs’ Organization also revnder great 
service Vin collect iiig information of importanct* to (‘X- 
porters, and in having liusiness men’s views ])ut l)efore 
gov(‘rmnent d<‘part|nents with a vienv to furthering trade 
interests. The Ihiard of Trade', many Ohands'i’s of Com- 
ni^,(n‘cc', and tlie oj-ganization mentioiUMl above, j)ublisfi 
journals.*'' 

Travellers and Agents. Son\e. manufaetun'rs st'nd tra- 
vellers abroad to Imild up trade relations. (tverseas 
tra\;ellers are (-ostly to maintain, and. for that r('ason two 
or more firms sometimes shar(‘. the expense of sending a 
travelhu' to new territory. jMar.y over’seas trYv^vi'llers \voi*lv 
on eormnission nnly, without salary, Imt the tirms who 
want to !)(' th(T(> lir-st must pay tludr own traveDra's. « 
( Ainsiderabh^ business may l»e done hy a traveller who 
knows his work and speaks the language watl, ])articularly 
if he is empowered to* contract without consulting his 
em])loyers, which takes time.^ Wibli a letter from the 
inquiry agency in England to tvliich Iris employers subscri})c, 
lie can obtain status reports dn customers wheixrver such 
agency has liranches nr- correspondents,' oiv he may make 
his o-v/n arrangenKnits locally. His enyiloycn' looks to him 
tp avoid undesirable tirms. As regards stock, if transport 

’ ' « ♦ 

* 8n(‘li an arrangement may bo dangei‘'ous„ however, for tho 
tij-m ouqrloying (be trav<5]ka‘. , * * 
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fjicilitios ar(‘. good llu; traveJl(M‘ can jn’ob«}>ly a#t’ai^(' wini 
a warclioiisiiig, fonvardiug and shi|)piiig com|)any (wiicli as 
the Sochde rlc Transports Intcrnationaux, S.A., on tin? 
(.’ontinent) to receive, warehouse and dispatch good;, at a 
very reasonahle cost. 

IF the t.rav(‘ll('r do(*s ('iiongli husini^ss to pay tor his 
Ids piiinapals may jaoposo to keej) Idm on the spot as 
manager of a Foreign Brancli, wldcli woi^d he ke])t in funds 
hy the hi'ad olHee luae. Branch oilic(‘s ar(‘ cosily to niain- 
taitg however, and do not justify their existcau'c unless tlie 
husiness tliey negotiate is of great im])ortane(\, oi' the 
turnovaa* is increased hy t}H‘ local manager doiiTg erther 
Inisiness locally. A more econondcal metJiod is the estab- 
lishment of a Foreign Agency, hy appointnig an alr(*ady wcll- 
comuHded lli*m as soh^ agiaits. Here agaiii tij(‘ traveller 
may l)e of great assistance in iinding out •sidtahle jieople 
and negotiating with them. 

Ill l}o\^ th(^ \\'()rd a,i»ent. ' is used to denot(> any |>ei'son who 
has [lower to act on lieiia.lf of another [uvrson. (‘alliul tlH> 
])riu(*ipai. Wliatever a ]>ropevly appoiidisl agent may do, 
within th(! scojie of tht' power eonfernMl on Idm, is liindi^g mi 
the [irincipal. Eor certain purfio.scs an agi'nt nmst he autho- 
rized in a (lgy< l known as a I'oircr of A I lonieij^ 

Travellers and Jlraneh Managers an' empow(‘red within 
limits to eoidraet on helialf of their ('in plovers, hut outside 
linns wlio take np selling agencies arc'.^ usually not 
ag(?nts at all in tfie proper legal st-nse, though tlu'}^ may he 
called agents. TTie selling agent usuall/ buys from Ids 
princi|)al and sells t^ his customers at his own risk, Imt is 
given exclusive Spiling Rights, and \vo»ks under an agr(M> 

mont as to priet'S, tradc-nwirks, stock, etc. 

• • 

Sole Selling Ri'ghts.— i-Busiriess is not® likely to develoj) unless 
tlie firm on the otlp?r side is give^i a “ Solo Agono\%”-*w’hich 
means that the principals will not eonipoto, or allow' anyone 
else to compete ^ith tho agenia f«r the sale of the principals’ 

, ^ See Principles Practice (^ Business, p. 14. 
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good8 tlio ng(^ri(^y territory. Any inquiries or ordei'S 

rectnved by the prirndpals direct are dealt v^atii as agreed - 
either ret'orrcMl to the agents, or oxeciited direct, a coininission 
being n ‘served for tiio agents. 

The agcaicy agreement usuidly sti[)ulates also tiait the 
agents shall not deal or be interested in any other liriii’s goods 
of tlie same class. 

Del Credere. -A firm eniphwed by' amdlior to act in the legal 
capacity of agent would not l)e respoiLsi])l<> for the fultilnient 
of contracts they arvaiiged w-ith third })arties on their principals’ 
behalf. Jlut in siujIi cases which are rarely met wath in 
foreign agency lousiness a o'anse may be inserted in the 
agreement making tlio agent liable for payment on all orders 
proc,uro(? l)y^ him. He is then said to be a Dei Credere Arfent. 
lii coiLsideration of the agent’s guaranteeing payment by 
customers, tlui priucij)als are commonly cliargod an extra 
commission (say called Del Credere Cminmiiivti, or 

(ruaranlee. 

Finance.- Having accpiirod a solo agcjicy', a good hrm of 
Hj^'ents juay assist their principals to rivanco the business. 
^VlKlVe^us most of tlie stock, for (example, is sent on Consi(jnnie7d 
d /c,^ to be paid for when sold and reali'/cd, the agents may 
agreo to take sonu^ on Current d /c, tliat is to buy' outright. 
Such expenses as advertising, special journeys to obtain 
business, and other clmrge« incurred in tlie mutual Interest of 
])rincipal and agent arc frequently divided. 

Duration. — Another point of importance tVie length of 
time the agency agreement is to remain in force, an<l the 
manner «.)f terminating it. The agent w'Ould not do much 
pioneering work if ho were not guaranteed the sole agency for 
a year or two certain. After that the princij^als usually reserve 
the right to determine the agency if the turnover does not 
exceed a certain and a'* third period is commonly 

mentioned in the agreement in whicDitiio agency may^ be 
determined by* oithnr party giving notice^ in writings to the 
other. 

Determination, of an ageqcy means putting a limit to its 
duration ; but its ierrmnhtion is the end , of it. ‘ ' 

Foreign Buyers’ U.K. Office.— A numbey hi foreign and 
colonial railways, nuning, sugar and rubber companies, etc., 

c 

^ See' Frinciples Practice of >Busine^ti, p. 286. 
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and large impc*’t linns abroad, have an ' office ^n England 
through which their purchases are made, and some of them 
appoint export firms on this side to act for them as their 
buying agents. 

Siicli firms are worth canvassing, and if the manU’ 
facturer has an office in London or Manchester, witii show- 
rooms and a town travellcj* or two, considerable business 
may be done on the spot which migh toother wise be lost. 

The Export Houses. — The greater part of f^ie ovcrsc^as 
selling business is in the hands of export firms, wlio buy 
outright of the maker here, pay prom|)tly, and take tlie 
trouble and risk of shipping gbud mark(‘titig tTi(‘ goods 
abroad. , 

Many of these firms imjiort and e>*pOT*t simultaneously, 
their businc‘SS Ijaving been built up l>y personal ru’gotiation 
on tlie part of tlu;ir founder's or travellers who have sp'pit 
part of tlieir lives on the fori'ign eentres ^vit]| \?1ii<ih*tbey 
deal. In tlu' early stages of trade with now countries 
exporting is a necessary corollaiy of impoTting, as the 
('arly trader has nothing to offer for the native produfic l)ut 
goods, and if be wishes to sell Europc^an manufactur(\s he 
must accept paymcait in goods. Trade contimies.in the 
form of barter until moneyobangers or banks or their 
equivalent follow in the wake of trade. The first banki^rs 
are usually merchants, and a :^ew of the hi? forefign mer- 
chants carry on banking business to this day. 

In the already developed commercial countries the 
foreign trader comT[:»ines import with export in ordcir to 
make double usb of bis connections Vitli the home and 
foreign markets.^ 

Thd export houses consist of •two main classes : (a) 

Merchants, wIm) l>iiy and sell mi their own accourTb, and 
frequently hold a s\ock of goods {e.fj. the textile and hard- 
ware waTehoii^es)^ and (6J commission Agents, who buy on 
behalf of foreign principals, • 
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ForwiiTdfvig and Shi]jping Agovits soiivetiine» do a (•oimiiis.sioii 
business too, though witliont further responsibility tluiu tltat 
of handing sol ha’s tho mc)ney in exeJuinge for tlie goods whicii 
thoyvrollect together and ship to their princi|)aJs for a conirniH* 
si on. 

The Commission Agent wlio buys from lioino maniifae- 
turers, ete., on behalf of foreign ])rincipa].s is Uabk for 
pmfmenl to st‘]l(‘rs Kero, just as thoiigli he were buying for 
hi]nself. (le eould sav(> himself from pca'sonal liability l)y 
stating clearly on his ordtu-s’ that he was '' acting as agent 

for and on behalf of iVh^ssrs of or 

words te- that elTect ; but inanufaetnrers would not- aee('pt 
such orders unless they knew th(‘ ])(M)[)le oti the other side 
to be of subsl antial gneans and |)rom|)t in tlunr |)ayments. 

Legally, th(‘ ( 'Ornmission Agcait, wlndlna* Imyitig (expoi't- 
iiy^) or selling (importing) for a foreign^ ].)rineipal, has the* 
autbority and ol)[igations of a " faclor “ (see ]). 3S!)). 'rh('S(> 
linns do not usually rovaail the nam(‘ of tludi* priiu ipals 
t'O buyf'rs or selku’s here, and are as t>ersonally lialile on tlu^ 
contracts thi^y mal<(^ as if they wcu'e* atding on their own 
account; msthe-r do th<‘y always declare' to their ])ri»icipals 
the names of the firms with wdioni tlieyare' dj'.aTing. TTenee' 
th(^y ar(^ som(d/im(\s styh'd “commission merchants.” 

I’lie Exporting (Commission Agent’s work consists of’ 
ol)taining (jmdations for his principals abroad, and ordering 
and shipping goods for them. Me is r(wvarded 1)\^ Ids 
princijials Avitli a buying comihission, ranging from (say) 
1% to rdj'o of tlie net pi-iee which h</’ pays to th(' manu- 
facturers. Maiiy (■'xtiorters charge theii eommissidn on 
cost plus charges. The percentage' depi'uds upon the 
amount of work, eapitakand risk involyed. < 

t, « « 

Manufacturers usually allow shippe^rs <:5pecial discount 
foi' export and for easli, but tlie commissieAii agent — when 
employed it o<)mndssion basis - nnist" not* take any such 
discounts foi' himself, iror receive? ahy secret cojnndssiem 
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from iJic 8c1]ot;s. Ah agt^nj. for hi.s piiocipaW* ly_‘ mvis^ 
answ^er for all motieyvS ,sf>ent on tlieir account, arid content 
himself with the agretMl bu^^ing conimission. IdiLs rule does 
not apply, lujwevcr, where, tlie exporter (pudes a net 
price (p. 327). 

Export Prices. -The following diagivun sliows tlie names 
of the most usual quotations, with tlu' c^luirges (aistoinaril y 
included in eacli : 


SdJKDELE OF SHIPPINO CllAlKd^S 


a> 4 o 


IhXPORd’ 

• 

(’ost of ( hrxls ; . 

Packirijji: 1... 

! 

Cartag(^ to station j... 

('aiTiiVg(‘ to docks !... 

Ijiglitoriigi‘ 

Dock Clinr^ics ^ 

Loading 

Port Portes or I Ifirbour 
l')u(^s 


QU 01 ’A 3 "[ 0 NS. 

..I I ! ...| Tkickiif^ FMra. 

I boco ; cix woj ks ; 

I , OX \\ ai;ol»ous(‘. 

I ;i 

... h•(‘(' docIs'S. 


Jlills of Lading 
Fj’cight ^ 

( kistoins formal ities 
Coiisnkvr Invoic es or 
Certificivtok of origin 
l^aTiding n t d(\sfinatioM 

^Marine insinance 

Dock charges on arrival 
S ta t ist i c p 1 o f i . r . ( h i s - 
toms entrit's) 
import Duty 
Larta go 

VLai’clionsing « 

('ai’iiage to Interior 
Oct roi (if in FraiuV) 
Delivery to bnyca-'s 
donvicile .* 


.-1 c. tV f. (mmsiial). 
c.i.f. o?- <-.f. A' i. 


I FaAN( u >«do] nicnle. 


The varioui^'Chaj’ges incurred jn connection with ^irious 
shipments are c'aref^illy separated by the forwarding agent 
and the dock ci>lnj::iM.ny, aecwfliiig to the instructions of tlu> 
exporter (or iTnporte^r)*ep^p]oying them. The expenses can 
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thiisS properly shared between tlie pf^rties c^oneerned, 
according to the terms of delivery to which they have 
agreed. Iduis, if the seller has quoted 

Ex. Warehouse, ox works, or “ loco,” the V)uyer naturally 
pays all expenses. 

Free on Rail (f.o.r.) means that the price includes cost of 
cartage and liandling up to delivery into railway waggons. 
This condition is on hoard in the United States. 

Free Doc]f:3.- These terms are satisfactory to the exporter, 
but not to the foreign buyer, who risks liaving to pay chargt^s 
incurred at the whai'f if the goods have to \vait for a steamer. 

Free alongside Ship (f.a.s.). if the vessel is. to load in mid- 
strelirn khis condition is better for t)ie Iniyer t han delivtay fnuj 
docks, but sellers do not undertake to j)av' tljc cost of gcttitig 
the goods on board iTom tlK3 lighters. 

Free on Board (f.o.r ). — Loading is gonej’ally included in tht> 
rat(3s of fndght quoted by the regular liiu's for general cargo, 
b^ut whore heavy w’eights have to bo handled, even from tlu' 
(jnaysidcf the cost of special loading ta(hde may l )0 a great 
consideration. In the case of full cargoi'S, tlio chaiierer 
visually lias to jiay for labour, slings and other tackle used in 
loading and unloading. By quoting f.o.l). the sc'ller inehales 
in his f)ric('/ all expenses (including dock' charges) up to delivery 
alioard the stoanua*. 

Cost and Freight (c. & f.). -This.. quotation is lut often mot 
with.’ Bnyers oveivseas wlio have tlieir own Moating policies 
sometimes ordia’ on these tenns, but th(^ method invoU’(\s 
unnecessary Iroulilo in advising name of sJii]), cte., to enabU^ 
the buyer ter* declare each shipment. 

Coat, Insurance and Freight (c.i.f.). -This includes all charges 
up t o landing at' port of discharge. 

Franco. — A franco price includes the ^ cost of delivery from 
door to door, luid duty. To quote franco domicile is ^a risky 
])ro(‘eoding for the exporter unless he lias intimate knowledge 
of conditions on the oilier side. ’ Before quoting sueli a price 
reliable information shovld'be obtained thiough the Board of 
Trade or Chamber of Commerce, or the exporter should ask 
n. transport company for ati inclusive quoratioh, 

t 

Form of Quotation.— Export quotatious t^y be expressed 
in two ways. The exporter may quote a price per yard, 
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• • 

ton, or other unit, delivered f.o.h., e.ii., etc.,^(tr he jnay 

send a profornici invoice showing tlie cost ex wot\^s, and 
an estimate of tlie subseqiKMit ehargt's. tf lie ((Uoti*s a 
(hdinite figure, e.id., (d-e., eithei- per unit or on the total 
ipiantity as shown in a ])roforma invoiix', he must keej) to 
it ; l)ut in the latter ease he usually •covers himselt with a 
clause to the efhxd that Ins estimate is sulijeet to tiiudna- 
tions in the cost of carriage, freight, Insurance, and any 
othej* (d larges. 

A special tiook is kejit in th^.' Exporter's oiti(*('. to re(!ord 
c.i.f. or franco calculations, the pages should be numbered 
to c()rres|)ond* with f-he Quotation Reference' J*tuml)(‘r 
(s(s‘ p. 

(AUIILATTONS. 


01245 Abdul Mohaniad Es.suni, Cubnuho, Oct. Tifb, 

500 pieoi'is Hiudi 12 yds. Swiss liinliroidot i(^s 
sample 85870. 

0,000 yards at 2id. irw yard i50 5 0 

Packing and Packing ( ‘asc* 5 0 0 

t 5 o r> 0 

I'hTn’ght, liOndon to ( Vilomho 112 5 

lutidentals, say 15 

5 * 0 0 


1*02 5 0 

(bmuiission 2^% 111 2 

(tl.E. per 0,000 yards ^ 105 10 2 

(t l.P. |)er yard 2^ peueA^ net. 

01240 Lampreys, Limited., Hoiuf Kony. Oct. L:th. ll> 

• 

100 tons (Jalvanizerl Sheets. 

0/8 ft. X 8/5 ft. <\:) 1 T. X 24 (I. ])or Uin £48 0 0 

Ereij.?ht, lucideiitals auil Potties, 

))»‘r ton 5 ^0 0 

(.4i)nin fission ,, 15 0 


£52 15 6 


c.i.v. 


per ton 
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Fulfilpiert of dontract. — Wjiethor the exporter quotes 
loco, f.o.b., or c.ii., etc., he is liable for loss or damage in 
transit due to Ivis own negligence. Having quotinl, say 
f.o.b.; the exporter must see tliat the goods are properly 
packed for sea transport, that they are put safely on ])oard, 
and that clean bills of lading are giv^cMi and transmitted to 
the buyer. If lie pays any charges subsequent to loading, 
sucli charges are actled to the invoice;, and must be paid [)y 
the l)uyei‘.'’ 

Unless a contrary interpretation c'ai^ b(‘ given to the 
contract of sale, delivery is (*om[)lete when tlie goods have 
beeb reo^cived by a (;arr-icr or othm' bail(x> for transmission 
to the buyer. The condition c.i.f. does not alt(;r the place 
of deUvery, but onl^y (‘xpress(“s the (‘onsignor’s liability to 
])ay the (;harg(‘S for freight and insurance. 1'he scIIct* is 
not responsible for inhenait dctcu'iorat ion during tfie 
jourmy ^ but h(‘ would be liable for detei‘ioration due to 
faulty ])a(!king. 

The advantage to the buyea* of a quotation whi(*h includes 
delivery is that it shows him just \vliat tlie goods would 
cost (h^livered. 

Inquiries and Quotations. Aldien an expo-ter receives 
an inquiry for goods whi(*}i he does not keep in stock, he 
lias the inquiry copi(‘d on his own inquiry forms, and sendc 
copies to liSiely manufactiu’ers. (Join mission agents deal 
with all in({uiries in tins way, as it is not th(;ir husiness to 
quote from stock. 

The makers' quotations and sain|des, if any, are then 
comiiared, and seiA out to the customers as tlieyare, or 
copied on to the (>x])orter’s own (|U()tation forms. 

To facilitate refereqce,^all quotations ai;e usually num- 
bered, the same number being eojhed in red ink on the 
original makers' tender, and recorded ^for ixvtcwence in a 

, Quotation Book or Sample Ref^ifenc^ Book. 
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Q[TOTATK)N lUJOlv 

OR 

SAMPLE RIOEKHENOfO ROOK. 


\Wi. So. 

1 

I'roiii 

1 

! 

1 )'‘Hci i|i1 inn. 

01241 1 

li)... 
Oct () 1 

('rosslcy ( his 

1 Simparij(‘o 

V‘‘rt it‘;d Ihig. 


Pottors ! ,, i ,, 

,, I Aiulrews A j Mai W an i Lino 

I Ajax Stain|)g's. j A. liagnionio l.ooks. 

,, V j k'lawii '' A. M. I']swain ! Swis^ yni- 

; : ^ ] A‘oi(loi‘i(S 


4 


Indents. v\n iiuhait is an or(l(‘r IVodj abroaf] : in parti- 
oular, an ordca’ givaai by an ov(‘rsoa-M iban a commission 
agent ]ier(‘ to l)ny i^aods for him. ddie conditions jjoiitaiiKil 
in the indent ar(‘ often laid down by th(‘ (‘xportoa-, as will 
1)0 clearly seen from tln^ exam|)le shown on page 33 1-. 

A closed indent contaifis (^xj)li(‘it instrindioiLS as to tin' 
goods r(‘(juired, incbi(nng t he pri('(^ and name of t h(‘ maRtas. 
(■losed indents are sim|)lv copied into tlie commission 
agent’s own o:id(‘r sh(*eis and sent to mannfaetm*efs to 
accept o!’ refiise, 

CL08EU INDKNT. {i<:.r/racl) 

Iridt'ut No. 117. IVilin P»nildings, 

Dmiedin, N.Z. 

:\m March, R).. 

Messrs. 11. Lawson A fV)., 

^ London. 

Fle/ise purchwe Mp la us hjp an mrhf steamer tfu^tfoods 
named belowy am? inspire them for the a/niounl of your InvoiQ^. 
with ten per ce?d. gdded tkereloJ»r irmiyinary projlt. For your 
reimhiirscme.nl, fff^ase dram on us in favour of ike National 
Ba7ih of New Zealand, iNth whieh we* have arranged that your 
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I « 

Drafi ivith (hn utnenffi alUu^hed^ shall Im accepfed as rash, 

discount and preniinnt, heliuj placed In our arcounf. 

Lories [-0 he | )ur(rlDiS(M] t'roin H(>b}>s, Hirst Co.- ■ 

4 (loz. ( lal. Iron Padlocks 2 " ((■aLilogiio K.3, p. 34, No. 118) 
f> „ „ V 3' „ „ 125 

12 ,, „ 4- „ „ 130 

At low est possible pricx\ 

Original .^laiiofact nrers’ invoiffo to }>e sent. 

J 

An open Indent ivS one vvhic}) jruTely stat(\s what is 
waiitcd/^and halves it to the agent to get (piotations and 
ordei’ to the ]>rinoipars best advantage. 

'OI-KM INDKN'r. (h'.rlmrl) 

11. 3 1 AN y K lOTuai n<:e.s in lialt'alozen (^n toiJs, yellow wrapijings, 

as IndontNo. 432/21, our name <(» b<i ]>rinted on the 
box. 

5 gross Cotton Pi ijit, ycdlovv ])OT‘d(a-, sainplt> 22 
, 2 ,, ,, ,, plain white ,, 23 

2! ,, Crnnlrric, assorted ,, 24 

12. S'nap pASi’i'iNioiS, tiniD’d, 15 gross. llepnAt last order, 
items 0, 7, 8, 10 and I 1 su})je«-t to oin‘ ('onfirmation. 


All open indent may give the agent carle blanche, tvitli or 
Avithout a jirice limit, Or it may l>e subject to confirmation, 
lAdcgrapliic or otherwise. ^ 

The Shipping (Jrder to mannfaeturen: contains instruc- 
tions regarding packing, markiiig, delivery, etc., and UvSually 
defines or reit(a\ates tho terms of the contract. (See, p. 333.) 

Shipment. — Just lieforp the goocks gre diui for delivery 
the exporter Avrites to the nianufacturera *^bo find out Avheii 
they Avill^be ready. He then selectiv»a \^jiitable steamer, 
ascertains A\diethcr there is likply to bo suftiinent aargo 
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vspace, and shipping ifistructions to all aiSiiulacturors 

wliose goods ho wishes to eond)inc in the one shipinont. 


StllPPJNC 1NSTRIT( ITIONS. 


Londoji, p// ()<-tobt'}\ 

A/e.s'.s7-.v. M^LejDi <(* Th., (bn'cnfry. * 

Please forwai-d aoiads agaut.st our Ordoj- N(j. 81)7 dated 
.7/A Septctnber, for shi]>ineiit. per s.s. Dimkeld, sailing 1 lifi d/.sV., 
elosing l'>lh loadiiig at Ropu! Albert Docks, Loyrloct, /v., 

addressed to our Order. • 

Please advise us b;\' rel.ui-n if you e‘aunot giiajantec* shipment 
by the time stated. * « 

Invoices to l)e sent in triplieiile, sl^ovNing groNS aial n(:t 
^\■eights, measiu’(anents, navrks aial numbers. 

I'lDWAun (’ahson iV’COfc 


Soft goods ar(‘- usually delivered to the exporter’s address 
or to a hrin of export j)aekers aeting for him. are 

then examined, folded, [>at‘ked, port-)nai‘kt‘d and sent doNvn 
for shipmfuit. * • 

^ ilarilvvare or maeltinery, on the otlnn- Itand, are usually 
forwarded l>y nianufaeturers direct to tlu^ dogk, and if sold 
f.o.b. they are of course j:)nt on board at man ufaetu reads’ 
expense. 

It now" remains for the Commission Agent to attend to 
the sliipnient of the goods : to prcpar(^ th(\ bills of lading, 
advise ‘the su])erintendent />! the docks, insure, and (vvliere 
necessary) to obtain the necessary eertificgPte of origin or 
consular invoice. 
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Invoic^es.— When working oh a eonnnifssion basis the 
ex|)()rter usually sctuIs his principals the original >suppliers’ 
invoices attached to liis own. 

COMM18Sl()iSr ACIONT’S EXPORT INVOigiO. 


lisrvoiCE of 8 Cases Maeiunory shipped x>er s.s. Dimkeld 
for \lotiievide.o by order and for aecoiiiit and risk of 
ATessrs. Jose de \yilcra y Cia. by 

^ ^h)^VARi> Carson (fe ( k). 


• (iross and Net ^^"oi gilts as 
V\ 2 1 /2<S=^ 8 Cas(\s. sliovvn on original invoices 

Moiitevidi-or attaoiierl ijoree». 


Nos, 

: 

£ 

s. 

(/. 1 

£ 

S. 

d. 

21/3 

M'Lean <.S; ( '<»,,( 'ox ent ry, in- 








voif'c j . . . 




84 

10 

0 

24 

Hotarv Drill Co., Shetfield, 








invorie ... - 




63 

2 

0 

25/8 

Opi'lmnl Ib'os., Ltd., Sluvlliold, 


'L- 






invoi(‘(' - - . - 




114 

17 

0 






262 

9 

0 

f 

Charges : 

1 tailv^ jiv ( ’.‘iri'iiige on (/nses 25/8 








from Sli<^l*ti(4d - 

2 

4 

0 





Freight, 1-11-2-0 








at 60rS'. - - £4 14 (> 








Primage 10/,, 9 5 

5 

3 

11 





liisnranee, £300 at 1 by. ’/o 








Pohey St{n!i() - 

1 

13 

0 





Dock and 'J'own Dii(?.s, etc. 


12 

7 





Bill of Latling and l,k;tlics ^ 


3 

0 

9 

17 

0 






272 

6 

0 


* C(>::nmission 



- 

13 

12 

4 












At current rate of exehango $1 ~ 51(7. 285 18 4 

1345 Dollars -^9 cents. ' ' m 


«.We have drawn on you at 30 d/s for 
above ainoiuit tVirough the An'gloj * 

South Americap ^ Bank, X<td., 
documents to be *» surrend«3re<i 
Ugainst paymvirit. 

E. & O.E. , . ’London, 19^/i Oc^,, 19..?. 
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Enclosures* — it somctinies occuih tliat tTic *f(3rcigii 
buyers have ordered other goods iod(‘pendently of the 
commission agtmt, in which case they may ask him to 
collect together such goods, include them with their ship- 
ment to save trouble and expense, aiyl })ay sii}>pliers. '^I'lu> 
exporter cliarges a slight commission for such servi(;es, aiul 
(.mters the values on a separate invoi(*e, or in sejjarate 
columns of the same invoice, to avoid (;onfusi(iii in calcu- 
lating his commission at ditferent rates. 

Net Price.- (V>mmissiof) agents do not always work for 
a tix(>d commis.^ifui. The amount of the agcMit's c.onwnis^sion 
is a matter for agrt'cumujt betweendiimself and In’s principals, 
and he may, if lu^ likc's, (juote tluun a net ” prices including 
his commission. If, then, the “ net ” (jTiotation is acce})ted, 
the [)rinci[)aLs cannot aft(‘rwards qia^stion ^Jie exporter as 
to how' much profit he has made. ‘ 

Tile docunK'iits reproduced on tht^ following |)ages wall 
serve; to illustrat('. a transaction between a iirm of com- 
mission merchants in London and their (mstom(;rs in India. 
I t will b(; noticc;d tha{^tlie ex]>ort(‘rs rpiote tluvir own pi*ices, 
and no mention is made of the manufacturer. In sucli a 
cas(* the; ex|)orV.'r occu|)ies the j>ositi()n of (a) Alerc/irml for 
tlie su|)ply of tlic goods, and (/>) A(/rn/ for attending tf; 
shipjiuait. 

A net price means a gam to the agent if lie secs an 
opjiortunity of making more than his lived commission 
and yet do well for his principals and retain tiunr custi^m. 
On the; other liand, where manufacturers pnly qiKjte 
roorks or f.o.h. the princi[>ajs may prefer to know exactly 
what the good.s vyill cost themi delivered cn.f. or franco, 
and art^ glad if theh* agent will q*uote “ net ” including 
delivery, ^ * 
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J’:x PORT T H AN S A(rn ( JN . 

Purchase and shipnient In Coluntbo of Siviss Ernbroideries 
bn London Coinrnlssion Merc}iant. 

I. Messis. P. Pag(i % Co. of l^onduii, geiieial iioi)ort aiul 
ex\)ort iiiorchiViit.s, hav'o received from tli(‘ir eusstouiors, Messrs. 
A. Mofiaijuid J^^ssaui & Bros, of (VjloTobo, an Inquiry witli 
numbered samples of Svv^iss ]-anl>roideries, of wliieli tlu^y 
desii’r' a Qifotatiou for .‘10 pieces eaeb. 


2. L<;ndou Merchant s Inquiry to Swiss Manufacturer : 


F. Paui^: (Nc. Cu. Lst October, 19.... 

l\ ViiKv. 

(i. 

84 (.b'ace(;liur< 4 i Strc'ci, iMessrs. J . JJolder, FiU, 

* bondon, ^ o. illaivil, 

*■ Swilzerland. 

'I ulki'HOnk : !j<)27 Avouuc. 

J.MiANI> 'rKLKGUAiMS: “ I'ACCNA. 0U.\<'r, LoiSau.S."' 

Fokkicn Tfajiurams; “ Pagina, London?.” 


Please (juote us your lowest prices and best ex})ort terujs for 
tlu> updernKaitioiie’d, delivej’od Frf e English cn'CoJdiueJdal Port, 
Stat(' flow long \a)ur epudation remains open, and tuirliest 
})[’obabl(> dat(> ot (h4iv(My. ^ 

J^anbroidej''ips in pieces of 12 yards assoi’ti'.d as follows : 


Kef. No. 

8 Ij 87() 

s:t!>48 

84 os:i 

Pieces 

;io 

"" 4' — 

.‘U) 

30 


Yours faithfully, 

F. Paue & Co. 
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3. Miinufaetnrer's Qiioiiil i(jii to l^jxportoi r 


J . I)OTj)Ert Fjls, 

Fahi iqno <]a lliodorio. 
Siiisso. 


Fliiw fj, Jiih. <)rU)f)(:/\ 13 — 

J/r.v.s‘/%v, F. Page ct* (Uatepanif^ 
London. 


Demi Si iii , 

t fr 

Faplyiii^ to \(mr osfoeinod ii\pnir>' of ilir 1st iiist., 
\\(' bcji' to <juot(^ for thr('(^ diffr^reiit (,l(>sigiis of Fm))roi<lery as 
[H’r em.'lose(i sample's. 

J. J )older PiLs. 

% * 

s 

No. 8387() 30 . 12 yds. al-» ’2\d. pe'r ,vd. 

„ 83948 30 X 12 ’ at 20^. „* 

,, 84083 30 x 12 „ at 3i(/. ,, 

Pm'os |)er yar<l not. ' 

* 

Forms. 3 :[ ' Vi } >i’o 1 1 j p t oa .si i . , 

( toods t'l oo LoikIoii or ( VaitiiH'iital Fort, paekijig fii'o. 
Fcrtiti(?ato of origin (if roquirod) at cost jnico. 
DoUve'iy 3/4 wc^eks after con firm a tic*:'' of order fi'oin 
]ior<>; 

4Mii.s cj notation romain.s o|>on for ^ weeks. 
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4. Exporter's Quotation to Qustoiuer : 


Tia/KI'HON i; : Aveni’K 1)'.)27 (8 
TELEtiKAMS ; '‘rAGINA,” LONDON, 

A I, A.irC. 4tl» ;onl r>tli iiwition.s, 

JJoiitloy’.s, rrc'ji/?.vr and Private Codt's. 

To Messrs. A. Moluunad & 14ro^s. 

Delivery ; Preo tJiiglisti or (.'outiiHMital Port. 

Tenus : t 'ash in Loudon. 

Option : kSubjoct to luarkot /luet nations. 

Coile ikon/ : Jb’odifla. ( U^ndilion-s r/.*? per niarijin,. 


P. l*AOJc tVr. Co., 

I'\ Pa;4e. 

(L .Mit‘'l)ani. 

84 (diieocdurre]) Street, 
J jondon, 3. 



Hereionee No. 12345. 


tjUibroideriois iji pieeo,^ of 12 yaixls iis- 
sorted as under ; 

Ref, No. 83876 at 2i</. 83048 at 3</. pta-yrl. 



I’iecos 30 r 30 

Ref. No. 84083 at 3b/. per yd. 

Pieces 30 * 

Packed as usual in fancy ycOlow (vtive l«,,ns, 
o]>eji faced, your narju'! and address to 
bo printe<l t,bereon. 

Delivery in approxiintitA'ly 4 weeks. 
Wdtliout engagenient. 

London, (Uh Octoher, l\) 22 . 

« # * 

"thro’ Abdul WJorali <fe Co. 



-vrr 


EXP()iri’IN(^ 

> 


331 


5. ( 'ustoiiKvi's Indent to Mx|)ortoi- : 


Indent No. 639. 

'ilirougli ( V>lonil)()^ 23 / y / N (H‘Cinh(’t\ 19... 

Messrs. Alidul, A\ oraJi A’ Co., 

ColoinPo. * 

1 o Mi^ssrs. C. l,*uge & Co., Croni A. Mohanuxd J'^ssain A I>ros., 
London. Ka> inan\s (date. 


I)i:ak tSiRS, * 

l/vvo liGi'oby authorizo y<»u io buy ^uid ship on my/onr 
aecount and I'isk the whole or at\y portion ot tlio nnd('i- 
jnentioned goo(Js. 

l/w 0 autliorizo yon or any one on your bciialf to drawoufMai 
ine/us at 31) days’ si^lit for full amount of hix'oiee or Invoiec^^, 
and such Hill or Hills 

l./w(? ])md ourselves to acijt^jxt on presojitation and to |xav at 
maturity |>his interest as eiistomary. Stiould i/vvo faii to 
a(‘(.‘ej)t or to pay at Triaturity sueli Hill or Hills, 1 /wo hercdxy 
authorize your Agent;s>A. \Vorah A* Co., (^)Iornl)o, to dispose 
of the doc'uments or goods either l»y privalx^ sale or by public 
auction on nyv^/our account and risk, and 1 /we liereljy undertake 
t() make good Jivy loss or dolicieney that m.ay occur by' veasoii 
of such sale. 

d’be (late of (kdivery to carrier to count as shipment, and no 
goods to ho eHncellod for late dehv(?ry nnless [ho stipulated 
tiino has boon oxe.eeded by ijioro than t\\(>nty days on oael) 
shipment, and any time lost in rebaring this <a‘der i(i be added 
to the time origimdly given for shippumt. * 

1/we will examine the goods within twenty days of landing, 
and no elaim wdiatevCV will bo made aftc^r tliat tinu>. 

In t^o event ot dis]>ute, survey t(-» bt'. [add acc'ording to 
( •hamber of Commeree Rukr.^i, or the 'same shall be referred to 
one or two European Merchants^ who in ea,sn of need shall 
appoinl^ an arl^tra’tor; and I /we agr(i(3 to ae(?ept liis or their 
decision as final. The iisual survey foes to bo paid (\y the 
losing pai'ty. * , * * ' 

I/we will not hold >^ou liable for delay or non-delivery arisi»»g 
from strikes or^An>\ eombinatibn* of operatives or from any 
cause beyond yottr cont^'ol. . 

Anythii;^g written on th>; slicot in*any ojther languages tlian 
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Eiiglisli hosidcs my/our own plain wignatuio to bo considered 
mill and void. 


Coiiiinission ... ...per cent. 


639 V 


Insiuanoo x>cr cent . ov(a-. 

Invoice amount [>ayab]o at 
Colombo. 


DO pieces Embroi< lories, each piece 12 yards, a.'^.sorted as under : 
> NoV^ 387() at 2.]d. ; 83018 at 3d. ; 81083 at 3.0/. |)cr yd. 

Pcs, 30 30 30 

Krec Ihiglisli oj* ('oid incutal Port. 

Pa<'king as usual in fancy yellow en\ eloj>e, oj»eii fai'cd aiul 
* witli tlio following narno and address |)rinted : 

A. 'Mohamad l^tssam <& Pros., 

No. 1 1 Sea Street, 

('•olombo.” 

^Shiptm’-nf . As early as possi!)le. 'Shipping saiujile slioultl 
a(;com|)any In voice. 

Ceriijicatc of OrUjhi must bo sent. 

Yours faithfully 

(Sgd.) A. ^rOHA.Vl AU tOssAM & Rjios. 
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0. I'A’portor's Order to Maivufaei uj<'r : 

*> ’ 


ORDRR. 


No. Y. 12 :}. Hef. I.R. (\o \. 
From 

F. T^v(iJo Co., 

S 4 ( i racecin 1 r(‘ 1 1 8l root. , 
London, l^].C. 2. 
TKLriuupiiic Adduks^' : “ Paojxa, 

I.‘l{A(’]:;, L(JNi)OX.’’ 

Ti;i>i‘;ruoNK : t)!)::!? '.) AvkatI'-. 


PJslahlished 178i). 
Lotidoii, 21.st Dee. R).... 

^Tes■s^r.^. J. Df)ldor, Fils, 
I^diiwil, 

)Su^jtzerl:ind. 


90 |)ioeos Fnibroideries, e;ieb piece 12 yards as under : 

20 pieces No. 82870 at 2^^- |><'‘* yard. 

20 j)ie<.b‘s No. 82948 at 2 ln^. per yard. ^ 

20 piece's No. S40S2 at 2b(* |>er yar<l. 

Sliipping sain|)les witJi certificate of origin to ])‘^ sent with 
invoices. ' 

r*a('lsiiig as nsnal in Fancy Nh'llow Nnve]o |)0 on wiiieh is 
pi inled tlie nnd(‘rnientioned ae.ldress : 

A ATohainad lOssa.in t'i: ]:>ro,s.,' 

No. I ! 8ea Street, * 

Colombo. ” 

Price as al)Ove, less 2i % and I [%. F.O. JL ( ‘out inental I'oi t. 
Term.H of Paymf:od : hy Cheque second Tuesday ajler ship'uurtd. 
Shi/mrerit 2/4 vveekSf^, 8bip|)ing instructions in diu' course. 
Invoice in t riplicaie 'U'iili sfafeuicrU shoivinq Cash Jjisrounl. 
Marks, Nos., Wciyhis, and Mcasurctncnfs to In’ qirc,}* o}f. 
! n VO ft: e. 

Mereha ndisc. Marks Act to he observed. 

F. Pa(;i^ & Co. 

Should any dcUiil.s''' not be fouml 
correct, kindly inj'orm us in your 
acliUiowledfjtnoit, ivhjch na(st he seid> 
try let urn V post. 


7. The next step for the Fjxp(>’'ter is to co^jsnlt the sailing 
cards (?f the various shipping lines plying to Colombo, and to 
fmd a suitable^toawier loading at ii port as near its possible to 
the Manufacturer’s i/ddross. 

In due course^the Exportt^ni ihstruct the Mann fact iir(n’ to 
forward to Lonfton for i^jhipinent by Jhe s.s. Majuh%sor loading 


Makks and Nos. 

A ' ■■■■ M 

029 ' 

E 

* C(2oinbr). 
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III tiiie RoV/il Alb(?rt Dock, ami closing on the 8ti) February. 
Messrs. *f)older employ one of tiio Continental forwai-ding and 

shipping (K)rnpanios to convey the goods t(4 Loudon say the 

AVV)rld IVaiisport Agency, lAd., Messrs. Htockwoil 6c Co,, Ltd., 
or Messrs. Robert Park & Co., Ltd. 

8. On receiving advice that tho goods liavo boon d<0ivcrod 
to t he doclts for sliipniont by tho s.s. Mcmdasor the i^^xporter 
proceeds to prtopart^ Bills of l.(ading, to ensure the shipment. 

0. Exporter’s Invlico to CiLstomer : 

So. 717. B. :i. 

TNVtVlCE. 

(>]' Goods shipped per s.s. Mandasor to Colmnln).' 
by F. Pag(.i cV Co. for risk and oit. (leeoimt of 
jilessrs. A. Mohamad Essaih 6c Bros, of (\>lond>o, 
marked and nurnhercd as per maryin. 

Order dated London, 101 1» February, 19.... 



1 Case Fiiibroideri(‘s # 
Measurement : 

2()"x2(r X 19" 

WViglit : Cross, 2.9.0. 

Net 2.1.5. 

/.• 

90|)es. No. 8987 <> at 2 dr/, p. \’<1 
90 „ No. 83948 at ^ 

30 „ No, 840S3at3b/. „ 


Freuffit 1 ft. 4 in. Alin. 
Prhruiye at % 

Case and Forking Charges 
Failwag (Jarrkige, Haulage. 
Dork Dues, ]/', Town Dues, 
1 j- and Rnlry * 

• filDuling 2/(V, JijFiatnr) 

FeMies 2/0% , 

, Insuranee on £20 at 12/(i^'o 
and FvJirg Stamp 
Bank Fee 
Bill Stamp* 

t 

C.J.F. ColoAthb. . 

K. d- O.hl 



£U.| 

; 

; ; 

dP.Si\ 

i 

! 

i 

: i 

1 

; 

3 ! 1 5 

" ; 


4 : 10 

-i! 


#5 1 5 

'ii 



1 

i 13 lOl 

1 5 

... 





2' 

3 

i 

, 

* 


* 3 

1 

^ ♦ 1 

1 f 

. 1 

- i 1 

15 

t - - -- 

... |...... 


.1 

£ 115 

5 


i 

t 
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10. Finally, tbo Exporter draws an “ interest bill ” on bis 
Customer in Co>:)inbo, in accordance with tlio iSrirrA of tlu^ 
indent, and negotiates the <lrnft tlirougb one of the l^^astern 
banks in London. 

Direct Trading, -Reasons luivo been given ehsewbere ^ 
for the existencie of nnddlcinmi in the Horne 1'rade, most 
of which apjrly with equal force to expoi’t trading. Some 
produc*ers manage to free tliemselves fr 4 >in (lie export mer- 
e-hants and agents, but in overseas Inisiaess the diiri(!ulties 
of direct trading are greater than at home. 

In any easo suitabh^ agents are essential to sri(‘(^essfid 
Sidling abroad by manufacturer’s, and most protliicers 
find they cannot do without the independent exjrort houses, 
'the manufacturer’s function is to ])rodiiee what is re([uire(l 
aird seek pro^rer <;hannels of distribution. V>y undertaking 
both manufacture and distribution to foreign markets be 
is likely to incur financial and moral Inirdon that imiy 
handicap the effieiency of Iris service or tli(^< qiiailty of Ids 
goods. And by seeking to trade direct he. naturally makes 
onemies of the home rnerehants whose province he invades. 

"the merclianl is able by liis eoimections and exper'onbe 
to study tlie requirements and peculiarities of foreign 
markets, thougli in this respect the manufacturer naturally 
gets better assistance from liis own agents or representa- 
tives abroad than in the course of his dealings A\ith 
export houses on this side.^ But the exporter is particu- 
larly helpful to the inamifacturer here in that he has 
usually plenty of business to offer, and guarantees 

'J^o his cust/omers abroad the exporter, Avhother merehant 
or conimission agent, offers advantages which foreign 
importers can hardly do without. To sliii> goods to 
strangers in fofeign echnitries is a notoriously risky business, 
and manufaet^irerfi: are not an>dous to undertake it. A 
foreign or colonial importer wishing to buy direct would be 

^ PHntiples ayxl Practice oJ^Business^ p. 1. ^ 
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roquired in inost cascH to sMsnd cash with order, or at best 
the manufacturer would require cash iigafnst documents 
in London or other port of shijmiont. If cash is sent with 
tJie order the buyer has to wait foj’ his money foi' a very 
long time, for lie cannot recover it until the order has 
been executed, and tbe goods are shijijx^d, delivered and 
sold. Moreov(T, once the manufacturer has got his money 
there is little incentive for him to execute the order 
promptly, and if the goods are uiisatisfa-cdory the foreigner 
wnll find it difticult to get satisfaction from a distancie. 

Where goods are to be ordered from several different 
maivvifac j:urers, direct ti'ading may be facilitated by tlu'^ 
overseas buyer employing a shipping agent on this side, 

’ and arranging tha<^ each manufacturer shall deliver the 
goods to th('. sbi])piitg agent, and look to him for i)ayment. 
fn this way aiu^conomy is effected in shipping cliarges, and 
the makm’s do not get their money until /hey have supplied 
the goods. I'he shipping agent would charge af»o;it 1% 
commission on the value of the j)urchase8, in addition to 
his 5% or so on forwarding charges. 

Blit tlie (Join mission x\gent’s fee includes all these 
services, and instead of having to pay he fan: shijunent the 
buyer' usually gets d/p or d/a terms, and /n many cases 
ho is allowed credit, or is called upon to pay his accounts 
periodically by open drafts (without doeuments) at Jong 
usance. In tlie Eastern trade sv'cli bills art? not infrequently 
dishonoured — an. oecurrenee which shocks the Eastern 
mind less than that of the Westerner — but the commission 
agent is not ajways dismayed. His dusky client may be 
a wealthy man for all that, and is as anxious to maintain 
liis relations w‘A\i the cxpQ‘rter as the latter to recover his 
money — in tlie long run. But such '.nethckls of business 
do not suit the« manufacturer. ' « 

^In some cases the bujdpg agent’s utility lies in his 
technical knowledge. A closed indent" gives the exporter 
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no opportunity^ to use Jii^ judgnicnt ; but <T;ommiHsion 
bu.sineSvS is not all done on sueh lines. The (!X porter is 
better acquaintcMl with the honie inarlvet than liis foreign 
custoiner, and there are a few buying agents who specialize in 
the shipment of machinery, boilers, constructional steel wor“k, 
etc., and act as consulting engineers as well as miu’chants. 

[n (*ase of disputes the British exporter is in a far lietter 
position than his oviu'seas pi*in(‘.ipal tr ^enfoi’ce tiie latter's 
claims. To institute l(‘gal proceedings from the other side 
of the globe is costly and highly unsatisfactory, Idie 
(cxport(*r is on the s])ot and can get th(' best, adviei^ ; indeed 
disputes ari^ less likely to end in legal procet'dings uhen th(‘ 
claimant is a substantial tinn on this side, vvhost^ custom 
manufaetunu's are anxious to maiutain 

Kiually, hy (‘uiployiug tlu' servic(‘s of a commission 
agent, tlu^ foreign or colonial huyer actually |)ays little or 
no more for his g()ods. Manufacture's proti^cd- the (‘Xjiort 
houses l)y rueans of special (export discounts, thus enaliling 
overseas buyers to purchase cheajjer through an agent Than 
direet. To the maker’s net price must be added the agcjit’s 
commission, but that includes for se viees which greatly 
economise ia the cost of shipment, and the (.*om mission is 
freipiently no greater in amount than the export discount. 

Foreign Telegrams, -The cost of sending telegrams to 
distant countries is so heavy that ev(>ry"" clerk in an 
exporter’s or importer’s otHci^ should make it his business 
to know tlu' most economical way of conipiling the message, 
and the liest route to' use for every telegrani which has to 
bo sent abroad. B(\fore going into details it may bo stated 
brieily that Foreign and Colonial Telegrams may be sent 
(a) through the Post Ollice ; {h) hy one of the cable com- 
panies ; or (c) by Man ‘oni (wireless) ; and maybe written in 

1. Pjtain Language ; 

2. Qode (Language ; or 

« 3. Ci];)her. *• 


M.T. 
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' Route. — T olegnims for near Euro])eaji (countries and 
for North Africa 'da France are sent through the Post 
Office ; but Deinnark, Gibraltar, Greece, Libya, Malta, 
Morocco), Portugal, Rhodes, Eastern Russia, S])ain 
Sweden, the Azores, C'anary Islands, and all extra- European 
countries are served by th(> telegraphic; companies. Si)ecial 
forms are ])rovided ^t the Post Office for foreign and 
colonial telegrams. Telegrams written on forms supplied 
by the telegra])h companies are also accc'pted at tin; Post 
Ollice, but^ to avoid delay any telegram for transmission 
by a telegraj>h coiTipany should l)e lianded in if j)ossil)l(‘ 
at the office of the company 'concerned. 


FIIKOPIOAN SYSTiOM. 


(Ill i\(> is lower stun Uiaii 'Orr lor a tcle^rain or rei)l> .) 


i For eaeii ; j 
i Word, l! 

I' c. ii - - 

ALPAyrA A^alloiFH - 0 -I A j| IIOl.l.ANl) 

AcaKKiA ((.r Aiuikus) - I o ij Icij.axj) - 


For each 
Word. 

.V. d. 

(t 1 
d ■\ 


1 JXTltA- 10 lT|IOPE.\ X S VS'rKM. 


i 'i 


OliniNAKY K atk. ! For eaeli 
; Word. 


! i: 

i |j 


A I'STK a 1 1 a void I II nvd. 

f I’aeifie, Cai'le 
Flinders kmiIas as 
Island f a hovt* 
King I Fastfiii ('o. 

Island I lnd(|- l-:uro- 

t p<‘aii CoV 

Woodlark Island, Do - 

liAHAMAS .. AH}ilo-.\llllMicaM 
('o. ' - 

Direct U.S. Co. - 
Frcncti ('o. 
Wcstivrn I'liioii 
Co. 

^ Connm'i’rial Co. - 

V’^iA Marconi 



nKl'KKKKD JvATK 

for ii.los.v>..in.s in plain l:m- 
iznagc ac<‘c.pt<Ml on condi- 
tion that Ihcy may, it 
necessary, bf dnlcrivd^din- 
inU tiaii.sinission in favour of 
fidl-ialr tilcmaii^^,-!. ^riu* 
iinilcation “ I.CO. " or 
“ lA'l'’.” is ^■onnt(Ml and 
clia rail'd I'oi'. 


P* 

.\ l ■ ST R A 1 , 1 A rroi t i n il r.(f. 

n';n-iflc Cable 
. Flinders 1 lontt s as 

Island I above 

King » \ Fiastern Co. 

Island I Indo-Enro- 
V pc an Co. 

, Woodlark island, Do. 

r>AHAMAS 


For each 
Word. 


r/. 




I 7 
1 'Ah 


A list of the various^ telegi'aphic uemtos and chargers for 
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foreign and (,^ok)nial telegrams is contained iTi ttio Post 
Office Guide, from wliieli the foregoing extract iias been 
taken by way of illustration. 

Plain Language consists of words, iigures or letters used 
in their ordinary meanings, and composing a message 
Avritten in any one of the principaf Kurofiean languag(\s 
and written in Roman characters. Fifteen letters are 
allowed in any singl('> Avord when plaij language is used, 
and any excess up to lifl-een letters is clvargetUas anotlu^r 
word. 


Although message's may bo cond(‘nsod into a fevv(‘i‘ number 
of wools l)y th(^ use of teli^grapliic cod('S, jjIfTiii langt^^Tgo wiay 
Itc chea}Jor for siiort messages, as thT3 numf)er of letters allowed 
for cacti Avord is greater, and wl\en |>lain language is used 
a,dvautag(A may bt^ taken of the special inferred Roles refiared 
to in the above table, td^h'gi’ajus in jdain language may also 
bo sent: by wireless (Marconi), which is cheaf)er than table. 
S[)(‘cial rediK’od rat^ are cliarged for po'ss telegr^jus S('n\ 
between (> p.m. and (> a.m. 

Code Language consists of pronoiniccable groups of l(‘ft(>rs 
that arc not rc^al Avor^ls, or AV(.)rds tin* context of W'iricb 
lias no intelligiblo nu‘aning. Words of more than ten 
letters, wlictiier code words or not, an* charged for extra 
at the rate of tcra letti'rs jior Avord, • 

m 

• A iiumber of Standard ( ’odes smd v oeabularic's are |ml>lislied, 
sueh as tlu^ A. Lieber’s, Bentley's, Scott's, anf. the Western 
Union code. In aiJdition. to tftese, all firms doing miieh oa^i'I- 
seas Imsiness use i?ri\ate Coiles specially adapted for eem- 
municating witli their oavii eustoiners. 

'Idle following is an e^ftract from the A.B.Cd Code, 5th edition : 


Vido 

No. 

t-odo Words. 

05rj 

27 

‘Uandoariau 

Oofj 

,2S 

BiUideavou 

05.5 

20 

Baiidid 

05530 

Bandolliiia 

055 

31 

Bandenohi 

055 

32 

Banderaio 

055 

3.3 

Barulors(*«; 

055 

34 

Baiuiurol;i.s 


!V| i. • 

-* - ■ - - - ■ 

of liuUiij’ ;ilr('.uly forwaulod. 

Cannot forward l)ill(K) of ladinj^. 

Ciiniiot. forward oift(s) of lading as you wisli. 

■ has arrived, no bill(s) of ladiiiu ivic.ivfd, 
Ua-va you rtn-oi^-fA bllUs) of lading ? 
of larWiiK to hand. 

Ibll{.s) of ladiniu: to liau^l but uot in ordtu*. 
BilKhn of^ladinj? for -• not roreivod. 
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Copies of all telegrams should be sent; by uext mail, 
together with a trail seriptioii. 11 le following example 
will illiistrate the use of the ordinary phrase code ; 

J^orulony 20t}i Jariuiiiy, 19,.. 

I'uANSCiitn'JON of telegram tienl 16th Jaii., 111... 
to M llie Driiish Malnyau ll-adirig Co., 8ing}ij)or(^ 
from li . Johnson & Co. 

Brachen 1'elogrji|)]ii(* Addros.s of Ihitish Malayan 'rind- 

ing Co., 

8inga.|ioio vSinga]><>re, 

Ainaionga, s.s. Arnatonga ” 

RandolHna has anJvod, no hills «)i‘ lading received, 

Johnson- I I. Johnson A Ch. 

1'h(^ ab(»vo cod»} message would cost at the full rate of 
2.S*. 1 0^7. per \\ ord .i hs-. Ul. The sainxi messagcj <>x|)res.sed in 
|)lain language as: “ Rracken SingapoK'; tSend Bladings 
Amatonga Johnson A «md sent at (htecred rate (hv. or/, pta* 
word") w ould oilly (‘ost 6,s-. S(/. 1’he •*oast)n is thal- the message 
ils so short that the use of t he codr^ onip' rdhx'ts a. sas'ing of 
ora'll worn. 

Cipher Telegrams are those containing series or gi’oiips of 
figures or letters having a secret meaning, or not fiiltilling 
the 'Conditions of ])]ain language 6r code. liCtters and 
ligures cannot be combined in one groiij). 

, <■ 

Any" standard vocabnlary with code nnmbei^ aial (‘Oile words 
in parallel cohunns may bv* used to com])iK‘ a ei)>hf:r message, 
by means of a ke^y consisting of a word of ten difl'ereiit lettei'S, 
e.g. Elypowders,” “ Bankrn])(e\ ot(‘. 

h^xAMPia':. By way <if illnstration wo will transeril)o a 
message taken from the A.B.C. code, but turned into letter 
ei])h(a' with the key Leinonjuiey/’ : ' 

“ Standauco Lisron Eniky Eomiy Mkunj. Walker.” 

Standhi'eo 1\3l<?graphie addre.ss of Standard Fruit 
Lisbon. ' Co., Lisbon. \ * » 

Fni(s' 25820 11iere is an unfavourable ebarige in the 

T narked.. ' , * 

EemiyI 20280 Do ^ not com nieheo. packing until 'you 

have further iisstrl\etion9. 

'—32751 {relegraph what datf> you expect^to be 
ready. ‘ » 


Meuul 
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Private Codes. -- A gii'ai. J(‘al of may )')0 

coiidejiHod into ono (^ode-word by tli(‘ uhc of })ri\afte codes 
constructed to mc(‘t tfui special rc(]uire]noids of tlic business 
for whicli iliey aie vised. l%erc are a numl)(a‘ of ing(aiious 
systems in use, wliieh may be classitied 

1 . Simj)le Codes ; 

2. ( Vunbinatioii (od(‘S ‘ 

i. iSinijile Tile loilowiiig (?xa.]nf)le, extracted iVeio a 

trade catalogiK', e.xplains itself : 


iSTANDvVR]) BIACKSMm rS TOOl.S BOR 
sIlARPENINAJ DRILL STMLLS. 


Slioj) 

Nc. 

Xanir. 

'■ A " Si/,r. 

<'|('ur;i(i!i Name .'Hid Price, 

1') ” |u “ V' ” j “ C ” and ” 




C (L 

! -v. f/. 


JO li I 

Dully 

Vogcli'dt is 

0 10 0 

Vo^eledieo id 12 

^'0;J,ek■(l()S ^ 

.io:i i 

Sow 


0 10 <•» 

; n 1 i e 

Vnm‘’edlll.n 

nn ! 

Spreader 

Ao^ciodm.) 

0 <) 0 

Vu'^rh'd ine i (i 0 0 

Vom''rfa[lil 

10.', i 

Klatlor 

Vo^rt'lrdha 

0 i'. :i 

Vuuf'ledioi' h) 0 ;; 


lOO { 

Swa,v!V 

N'o<;,(’I<rdiim 

u ;j 

Vo;;(*!ediiis ■ 0 ;> :1 

^'(P!.;^‘lell‘ai 


2. (a) SyUable ConMnalion Code. -In ( lie next example si/os 
are expressed in J('ngl i^and dianu^ter by a combinatioji otroots 
and lorirenatioius : 


•Hd’EAM HOSE PRIDE LlSd\ 



; S ■ 

I'rico 

per 

Price wirhont 
Couplings. 

• 

Prii'C with 
(.'ovading at eaeh 
(’ud. 

Xet Weigl.it, 
oik; Length 
T.ilh Couplings. 

4V1(;- 

grajhi 
Termi- 
nals (see 


, 7: 

1' not. 

2') lei-t. 1 50 feet 
Ceiiglhs.; l/‘n,gt>is. 

25 fei’t j 50 ieet. 
I.eiiglhs.j Leiiglhs, 

2.5 feet . 
Lengtlis.! 

50 feet. 
Lengths. 

Itootiikat 

hottmn 
of page). 


J • U 

i: ,v. u. 

! 0 2 

t ; £ S'. (/. 

12 15 P 5 1 1 (1 

£ .S', d. 1 £ .s. d. 

;i 10 oj r. 0 0 

. 

21 : 

.)< 

. nlT;i. 

SP;aiii 

: ^ : (1 

jo 2 8 

1 2 • 4 OS 0 <) 

2 10 o' 7 ^ ti 

:h> i 

0)7 

...ullio. 

Ho»(i 

1 T) 

' 0 ii 0 

10 2'0 is; 4 

1 5 o'l 7 15 (1 

28 1 

70 

.iilla,s. 

Marline 

: 1 iO 

0 2 \ 

i4 5 2:8 0 0 

5 0 0 { 0 2 (i 

15 1 

84 

. iiColo. 

ound 

].i h 

0 11 0 i 

[4.7 0^8 14 0 

•s 0 9 1.-, 0 

47 

8(1 

• llfos. 


i U *0 

0 :i ♦)! 

! . 1 

I4l7.tp!)i5 0 

:... . 

5 18 id to Hi 0 

52 

08 

-iigadu. 

Telegraphic JluutM 

i Zynar. 

* — - — - 

Z.VgOJi. 1 Zyf.us. 

i 




Example.— j'hrco Zysonutia*; ’’r’^rbree twenty-five fCot 
lengths of l-in% diiimeter inarlino wound stiJiim ho.so with 
eoiipling at eaeli end. .* 
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(6) Ft^^jurr, (JonUhnaltuH (hde.~^ -Hw ^^iglu*st^ in 

privatp codrs is attaiiu'd l)>' tiu* u.so ot! a aerips of figuTos, 
u’liicli aro to lx* nuid in gron|)S of two, Ihroo or f{)iir, t'iicli 
groiif) iH'ing takcai froin a .S(‘pa.ra.to c-odti talxlc^ rcd'eri'iiig to 
|;)attern, width (of cloth), quant itv, price, and time of delivca y, 
or any eomtanalion of t best?. It is ('onv^enierjt to use a seTjes of 
tcJi figure.'^, wiiidi may 1 k‘. traiislatcM.I. into a |)ronoune(‘a))Je 
grou]) of syllables of ten letters and sent as (*od(> language. 
The ligures are formed into a code word )>y means ()f a ta])l(> 
such as the bellowing : 



y 

i: 

7 

0 

r - 

1 ' ' 

1 

A 

I-'i 

1 

0 

u 


01 ) 

0 .) 

10 

1.7 


j 

1 

70 

77 

r;o* 

07 

70 


01 

0*1 

1 1 

n> 


1 

71 

.70 

(ii 

00 

71 


0 . 

o 7 


17 

•>.» 

1 

1 11 

-7, 

77 

02 

07 

72 

1 -’ 

o:{ 

os 

l;^ 

Is 




7 S 

<;:{ 

•• 

08 

72 


04 

V'- 


10 

24 

1 -r 

74 

70 

... 

01 

00 

71 

*" 1 

1 

■l.\ 1 

:;o 


40 : 

1 47 

i V ! 

• .> i 

i ■ 1 

i 

87 

00 j 

! ■ ■ 

1 07 

K *’i 

Ji) i 

:il 

1 ‘M\ 

•11 

■10 ii \v 

| 7 ,;j 

Si ! 

7 ( 1 1 


OO) 

J, 

-7 

I 


42 

47 

X 

77 1 

S 2 i 

87 

02 

07 

M 


:ri 

;{8 

... . 1 

4 M 1 

IS 

! ^ 

, 78 j 

82 1 

88 

02 

08 

N 


:}4 

1 

\ 

41 - 

4 !) 

/ 

i 

■ 70 1 

1 

j 

80 

01 

0 !.» 


IvxA.MivLK. To inler|>ret from otir lig\ue code fhe message 
“ Dorehiifayo,'' \^ r.' first writ(' out each syllable as a gi'oup of 
two kdlers from tht> al)o\'('^ t'on\'orsion 'Table: the r(\snlt is, 
the series 1 757.‘><Sh.‘h).‘i, which we then proeeetl to divide into 
groups ac'cordmg to t he code system we havr’. adopted, viz. : 

175 7 :iH0 :io d. 

Our code system may be/irrangcid os we like it, to meet the 
pe<uih‘ai' rfxiuinaiients of our business ; but \\'e will imagine that 
in this ease tlio first three ligures give Mie ])attern no., the 
4tli figure the wi<Uh, tlio 5th, 6 th and 7th to (pamtify and 
date of shipment, the Sth and IMh ,to t>riee, and the last serves 
as a check flg\ire v*y'vived by adding u}) the otlior nine digits and 
putting down tlu^ last figu’e of the total.' ^ 

Uofen ing to the ajqiropriate tables, we find tliat tho groiq)s 
mean : ‘ 175 Pattern N(*e 1 75. 

7 - Width 38 iijtrhes. 

380 19 ))ieces toW s]iip|)od^hio*time given). 

‘ 39 -at 45h/.y)er yard. 

3 ~ cheek litrure from tfotal 43 . 
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liVFlKClSM 12. 

1. Slate sohio hioiluxls by which oi/dors t'or fort'ign tiicle 

can he I HOcau otl. ( U. Ih I . I nttM-. ) 

2. VVhab do yon imder.staiid l)y a “solo iiiicncy ’ ? Stato 
l>ric(ly a tew contlitioiis yon would c.’^pcct to find in. a sclliji;:' 
tigency agvoei nent . 

3. Wdiat do yon nndorshuid l)y goods sent '' on ('onsigii- 

iiR'iit ' ? If I send goods on eonsignnifnt to a linn abroad, 
in what relat ionsln' p doc's tla^ consignee stand jo jJie ? W'iiat is 
tlie natia^, and wind is the ehai-acter of thci rlocunient wliich 
1 h(> (’onsigneo sends to nic w lu^n he has performed Ijis part of 
the l)nsiness 'i (S.A.cc.1 1.) 

4. lOxplain fnlly th<‘ finudions ()f (1 h' connnissio* ag(*nt in 

the e\[)ort trade. ( U. K. 1 d|)('. hit.) 

5. Does a foitagn im|)ort(*r gain anyfliing by l)nying on if 

e.i.h pri{'(? rallcM- than on a f.o.b. piTxx* V Would h(^ gain 
anything iF lu? bought at a pric<^ f.a.s. instead of at a pi'ice 
e, and f. ? I0\|)lain your answer fully ? (S.A.cc.lI.) 

6. (r/) Prom the point' of view of tlu^ whol('#di5 (;xpoj't 
trader, w hat ('onstit nl(‘s satisfactory ex<‘cntion of an order liy 
a manniactnrer who has pla(*(‘d the goods f.o.}>. ? (8,Ad].)e.! I.) 

(h) Is an ex|)ortei‘ resjurnsilile for sound delivivry at destina- 
tion of (a) goods sold i'.o.b., and (6) goods sold c.i.f. ? 

7. If a liradford nu'n'hant is pn^parc.’d to sell cloth r.r 

Warefionse at las*, \)d. }.m' yd., what will lie tlte price c.i.f. 
(lenoa in hii-(f |)er yard on a shijunent of SOd yds.,» ])aeked 
in a cases each measuring 3 ft. 4> in. x 3 ft. (> in. x 2 ft. 0 in. ; 
Cases and packing lO.v. each; Carriage to doi'ks .i'a 10-v. ; 
Dock ci)ai'ges as. 9d. pej- casi* ; ll/h 2.v. iid. ;^Freig}it i'O lOrV. 
pel' ton meast. ; Marine Iftsnrance on £700 at 4^#. ’’o ; 101 

lire-- £l ? (S.A.ce.ill .) 

8. A merchant was asked to (juote for goods to tlio cata- 

logut? value of £00. * Me quoted the list price, less 7f%. Tlie 
thrive eases in wh*(ih tlie goods w'ore ]>a('l*ed e^st; 6ft. \)d. apiei.'o ; 
Consular invoiee w as 2s. (V. ; 'Kreight £4 ]0,S'. Od. ; Insnranee 
25i*. Vo on a declared value of 10. A duty w as jiayable on 
tlu> goods at*port gf destination ei 25“(, ad val. SketiOi out 
invoices for the sliipment : (a) f.o.b., (6) c. and f-? e.i.f., 

(d) Eranec) pdT‘k()fVtestiriatiou. • (S.A.cc.1 1.) 

9. (1) If yo¥ are prepart^l io^soll 5000 yards VMiite Sheeting 
cx w'areliouse’ior lO^d. per yard, wliat jiriee pta- yard would 
y(^u quote a Soutli Afilctyi buycir c.t'.f. Ca^ietow n, 'if th(i packing 
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• f * 

of S cases 'qist ikl. each; aarriagc to dycks £1 2,s. [hi.; 
dock charges 18 - 9 . .‘V/.; B/Jj 2^. f)d, ; freight £27 lOrS. ; aral 
iosuraiice a.a.r. could l)e effected at 5 guijicas ? 

(а) Mention two kinds of Marino trisurancc^ other than 

a.a.r. and ex|)lain wluit tiioy nican. (S.A.cc.H.) 

10. Mr. -lolin (-ollins, of Maru'liesUa', writes M(‘ssrs. ({rant A: 
Co. (jf New York, to acljuiow ledger- receipt of order. He states 
that full attention will be given to it ; how^ and w hoji the gooits 
will be s}ii|i])ed ; when the sliipnu'nt is inade, invoice and 
copy of 15/ h wall lu' s(>nt. Mr. Collins hoj>es that ({rant & ('o. 
will b(‘ till ly^, sat istierk' aiwl trusts to reeiave the continuance 
of their jiast fiiA oiu'S. 

Draw’ up t lu^ above letter as >t \A'ould aiipear in (vractic'e. 

(U.L.C.ec.4.) 

11. ^ (a)*Makc out a o.i.f. invoice from th(> following, and 
also gi\a) tiie amount of the invoi(!(i c. anil f. and f.o.l). : ~ 

15 doz. White Cotton Turkisli Towmls, at hs-. (kl. pier doz. 

‘h) ,, Cairo ' ^ ,, at 25,9. {W. ,, 

28 ,, Crey SiiltaiCCotton ,, at 17,9. 9d. ,, 

2 pieces Crey t'otton Hollering 13 yds. at 7 [d. per yd. 
lhieke(f in 5 cases, total weight, 20 cwt. ^ qr. Carriage to 
docks at 34>9. per Ion ; Dock rhargos 14-9. ik/. ; 15/ L 2.9. (id. ; 

t Freigfit £25 18.9. ; InsiiraiaM^ at 15,9. ‘‘h Ihi^ value declared. 

(A'.7C - it is not necessary to spend time in ruling U|) the 
invoice. It is suliicient to sliow* working and ap[>roxiinatidy 
correct results.) ^ 

(б) What is a tluating jiolicy ? If you, a siiipper, had in 

force a floating jiolicy, how would you effect insurance on 
tlie shipment ? »- (H.A.cc.lI.) 

12. As (R)rres])ond(*nc(> ek'rk to the shijqiers, W'. Wood A 
Co., 19 U|)per Tluimes Str»k't, Lonilon, tkC. 4, draft from 
the following rough notes, iiiidor date January 10, 19.., a 
letter of advierf- to the consignees, B. Ilow’ard tY Co., 129 

.Fourtli Avenue, hlew York City: 

A^oiJc.s*. — Tlieir In/lent No. 192 J — 5 eases woollens B. H. A 
Co. in a diamond 843/847' qjer 'Ovinard ss. ‘‘Mongolian ’ 
cx L’pool ISth inst. — Invoice value £840. UXs. drawui for at 

30 d/s through I.Joy(J,s Bank Ltd. Consul{ir and ordinary 

invoices, B/L, Policy attached — D/lh (S.A.cc.lIL) 

13. Draw up, ia pjrojier styU' and form, a foreign invoice for 

the following : — ♦ ' . ' ' 

Bailey, 20th Decornbor, 19^.... Shipfied by Hoivlands & (.-o, 
to Tk M, Angula & Co., Calcutta. , ‘ 

I i’.M.A. & Co. j Calcutta.' a 'cases, each ‘ p^i^haining 24 
pes. 48" Coloured Vicunas, each 48 yils./at l^d. 
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I 

Assort rj 101 it 8 brown, 'iii ivy, p'ey, drab, jn^>ai*i vase. 

^ Dcdiivt percent, discount. 

4/- X 2/2 X 4/-. 4 owl. 0 (|r. () 1}>. jua* vaso. 

I^xtciid and a<!«i t he tollowiiii; charges : 

Paebing 12.s-. (id. <aic}i case. M/vi, 9d. f)er ])ee. h’iio 
liisuiaiice, ‘tb /.)('r cent, on £200. ('arr. to Hirk('n[iea< 1, 1 a.s-. 
})er ton wt. I)u('s at (id. f>er case. h>., ‘ATys. per ton meast., 
and \{) per cent. [)riinag(\ Marine Insuranee on £220- at (is. Sd. 
f.p.a. and stain]). 

{Show tlu^ total. (b.CM'.ce.i.) 

14. Sliow tlu' j)riee ptH* yd. of the goods lornn’ng the above 
invoice (</) c.i.i’. (dvlcutta, and (/^ I'.o.b. ISirkenbead. 

(L.(Mhc(‘.4.) 

15. \\ luit is Ihc! diOeri'iK'c^ betwinai a (.'asli Diseo^Tnt ^nd 
a 'riade. Discount ? Wliv is it iisuatfoi’ Manufacture is to oii'er 
a larger discount to 8}iip| )ers than to lioine tirulors ? 

{S.A.tjx;. II.) 

16. A <*.ity nicrchant j-cceixes from aliroad an ord(‘r for 
goods, whicli in duo^ course is executed. Staie*as full>' a^ yon 
('an tlH'- various doc^unents that will liaxi' to l)e ])repar('d ixi 
(‘oniu'ction with this ord(‘r, from tlu^ tinu^ of its i>ceipS in 
liondon down to tiu) dat(‘ wluai the goods are dispatebed. 

(S.A.tpt'.l II.) 

17. (a) Tf you were, sivip{)ing goods abjoad, and w cae making 

a draft on tla^ consigm>> for the c.i.f. value, througii a bsnk, 
state ccvactly xvliat (locuiuents would bave to })t> attac'licd t(.) 
the draft. • d'. 1 .8, Inter. ) 

{b) Hojnetimes^a buying agiad, employed on a connnissi(.)n 
basis, ((not(:xs a ‘'net'’ f>rico to hi^s j)rincij)al. Wliat is tb(4 
itieaning of a not |)rico in tlH;s(; circumstances, and wliat is 
the agent’s objrx't in ({noting a net inico ? > (S.A.tpc.l I .) 

18. AVliy do not all foriMgn'buycr.s deal direct, with manu- 
facturers of Ib’itisli goods instead of bnying tlirough the local 
agents in their owai country o^ tlu^ expoi-t houses hero ? Who 
are the foieign buyers ^ 

19. hTxtilain thi> (iiHerence bc^tw eon aial hdativo advantages 
of plain language, code and <;¥j)her tekygrams. 

20. Describe three (hi^tinct ])rivr?t(^.gode systems, and show" 
some ust)s to w-frieh (nlch could put wiani applied to any 
business \vith w^feiel) you are fainiliaA*. 

21. You are an (XKj^iirter of staU(^nery and liax^e received all 

order from MelbiiArnh for yoiw’ storVk lines, value, .say, £100. 
State^the procedure you jvould fullow^.iu getting th*^ goods to 
your raistouier in Melbouriw?. (IS.A.cc.ll.) 
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British Imports. — TIk^ greater part of uiir imports consists 
of raw materials and food-stulTs. The imjxn’tatioii of foreign 
manufactiu'ed goods is, however, an impoi’tant l)usin(^ss, 
espegiaily in kondon, where ima’chants not only })urchasc 
iViamifaetures for sale within the country, hut also for 
re-export arid, to a <!onsideral)le extent, for direct shi[)me]it 
to oyerseas markets. 

As in the Jiom(‘ trade, so in the foreign trade, tlu' distri- 
hutfon of maniifactured goods ditf(‘rs very widely from 
the customaT’y methods of dealing witli produce ^^nd minerals. 
In the sale of j)roduce tlie crn/rall^ifd 'inarh^ t features very 
pronunentfy, whereas maiuifactiirers and tlu^ users of they* 
goods have ^.little use for sucli institutions a})art from 
occasional visits to exliihitions and such events as tlie 
Leipzig or Lyons fairs. 


" MA^UFAt "rUL KD LOaOS. 

We Avill fi!s< consider tVe different ways in which British 
buyers of goods manufactured abn/ad m^y satisfy their 
rctpiirements : 

' Direct Buying. — Manuf^ic|<ured goocl^ are comparatively 
rarely importetl w ithout the fielp of an httermediary who 
mak(?s forc'ign trade his special business, because, the bhyer, 

:ut} 
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ill order to dt^il advantagVously, iiiirst' be fcfini>iar witli 
tlie names of foreign manufactiners and llu‘ goods tlicy 
produce', and to get served well he must ho able to offer them 
contracts uorth executing. This is whe're the middleman 
is useful. If lie speeualizes in ftireign buying he can oiler 
p(u)p)e at home a good seh'ction, and may even offer 
delivery from stock, thus saving tlie small [lurchasc'r much 
trouble. 

t]xp(U-ting ('ouiniission agtaits and wholesalt* meo'haiits 
heat* ])lace (*onsidtM“M})1e orders* in textile's, lane\' gt>o(ls and 
iiai’dware^ direct, ordc'rijig to sampit^ or eatalogiK', ^or aftta- 
diseussion. witli travellisN. Sona* of tlu' w hoit'salt'. lupuses,' and 
indeed one* or t\\o of the large, retail fn jus, send out bnye'rs, 
ami even ojien ipi offices or aijcocl^s in foix'ign centres.* 

As t]»is class of Imyer deals in large. t|\iantili('s, I ht^ trouble 
and exptaise of set'king out fort'igu makers and nt'gotial ing witli 
them is wortli wliile. Sneh methods would not, howc\'e‘r, j^)c 
))rolilabl(^ foi* a siuTdl ndaika', and in addition to vtnsting Iris 
tilin' lie would in most eases have to send easli with order. 

Manufacturers in a small way of business are not us’ually 
anxious to cxjiort direct at all, hut snp|)ly to order tojocal 
dealers in their own (amutry, wlio market their goods for 
them. If wholesaha’s here wish to deal witli siieli pcMiple 
they have to giVe them attraetivo eontracts. 

♦ Mining, Quari’ying, Kaihvay arid Faetory plant anti ( 'em 
sti'uetional Steel-work oiler k‘ss o|rpoj tunit y to middli'niaii, 
as oi’ders me (>xeeuted to buytr's speeilieatioii, and the agiart's 
or inerrtianFs work is t hi‘refore (*o*nliuer|. to negntiai ing betwei'ii 
inakeis and users. Sueli expensive installations as oolliei'y 
’by-products |)laiit.s, Aicomotives and rolling-stoek, etc., are 
im[)ortlint enough io justify spoeial visit?? of r('|)resentatives. 
The foreign works have usutslly jilenty of |)eoplo familiar with 
the Englislr language, and the rfilluM-y or railway (‘ngiueers 
are in iViost cases as ^ell infoi'ined or liettor, on the tecliuical 
side, as any m^JiufiMd ui’ers’ agent 

The same remark Applies to the Homo Trade. > 

Tlie buyer is fjot tilways alile to get into direct .touch with 
malvcrs a]broad ; f(3r tlicv latter iii soniQ cases dispose of 
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tlie M h()*(> <p1 t}LtvirVuiaiviiIa(.‘tiimi tliroiigfi Hidlliuj associati*)Hs 
or syndicales. And in l^elgiinn. for instaiu‘(>, there are intt*r‘- 
rnediaries calling tliernselves brokers/' who aequire iron 
and steel in such quantities as R) create a sort of nionopoly, 
forcing buy(>i’s to conui to them for su})j)li(^s. 

Foreign Manufacturer's Agent in U.K. - One advantage 
which even engineers have in dealing with an agent in 
England is^that b^^^io doing th(‘y hav(‘ somebody near to 
claim on if anything goes wrong. An im|)ortant question 
in placing contracts Avith forctign manufacturers is the place 
where delivery and payment an^ to l)e made. ♦ 

A (Uirmaii jimnuiacturej‘*'at (say) Duisburg, it asked by an 
' Englisli tirin to quoie for machinery, will prol>ab]y insert in bis 
tender’ tire woids Erfifllunysort Th Avliic*!) moans that 

the contract is to be cxr'c.uted in Duisburg, the goods are at 
buy ei'*s risk on delivery ox works, an<l any claiiiLS arising out 
of tlie evutra(‘t niust bo settled in Duif.’burg, according to 
(dorm an law. In Etiglisii Uiav every Hritisli sulrjcct has to be 
eited before a judge in his own place of residenco. 

Idj a foreign inaniifactiirer wishing^ to develo]> trade with 
this count ry, an agent in a central town is almost a necessity. 
The agent can employ travellers to canvas buyo«AS, and is as 
AV(‘]l placed to secure ordeis as an English niSker. 

Tiu^ Fnglish agency may be (a) an off-shoot or brancli of tire 
I'atdory itself, feept in funds by the latter* and acting in the name 
of its principals as agent, or (b) an independent hi*m Avorking 
under* an agency^ agreeuHVit. Qf the latter sort most work 
under thtar own name, and even register their own trade-mark 
iiere. »Somo viprk on commission, and others as merchants, 
selling at their own prices. Many ai-e maTorially assisted by 
tlieii* principals^, who may share* the cost of advertising aiul 
even travelling, and supply ^thoir agents Avith q, stock of goods 
on coi|signment. 

*ln any case the agent is fully responsible to customers 
here for proper execution of Ooiitractf^ --unless he acts in 
the name of his p^iucipdl — and is*erfreful, when npgotiifting 
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important business, to impo.so at least severe Oijnditio/is 
on his mamifactiirt'Ts as lie has to agrc^e to himself. 

By selling unck r an English name and trade-mark agents 
sometimes intentionally conceal the origin of the goods they 
sell. In order to protect British manufacture's against^ the 
intrusion of foreign makers the • Merchandise Marks Act 
was passed in las?, wliicJi provddes that goods arriving at 
any port in Great Britain, bearing the name of tlie consignee, 
a trade name, or marks which infer thift they are of Britisli 
manufacture, and which are not indelibly markeo or stam|)ed 
with the namA of fhe c:}untry^'^)f are stopped liy the 

Customs, and, are only rehaised vheii the I’efjuired con- 
ditions of the Beard of (hisb)ms art' complied with. , Hut 
the sign Made in Germany, (dc.,» is (juickly removed, and 
firms im|)()rting machineTy and tools i\uty st't up a fitting, 
shof) in a (‘(*ntral manufacturing fown to assf'mlilc^ tht' 
vai’ions parts, some of whitdi ai't' then usually olitained 
from English makers in ortler fo waj rant tlie gotxls, ht'ing 
sold as Britisli. 

HBODUCH. 

Th(' ijuality of manufactured goods is nsually idt'htifit'd 
with th(^ firm supplying thtun. New invt'htions aio, pro- 
tected by means of jiatenf s ; manuiat'turt'i's and wliolesale 
firms eommor;ly brand their goods with tradtvmarks to 
make suix' that they shall h(' rt'cpgnized, whot'vt'j- may have 
the selling of them, and lai’gt* sums are spent in advertising 
their merits. , 

Prodiuaws of foodstuffs and raw materials must also 
build up their busiuess oi\ a good reputation ; there are 
good and bad cultivators. But the piersonal element is 
not usually of Suflieient importance/ to identify natural 
produce with its cultivator aftef he has disposed of it. 

Produce is •very often identifievl with its place of origin. 
Thus we spealf of*Darjeelmg, SiMiehong, Assam, Indian and 
Ceylon teas, IPara rubber, Sumatra tobacco, VaJoMcia 
pudding raising ; Andt'ed file place of origin is always of 
inferest ,in describing* produce. The quality (^r ‘ ■ grade is 
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as^certaiqocle\ncl stipulatod between l)uyer an(} seller by means 
of sam])l(‘.s, or by otlier methods wliicli will l)e explained later. 

From Grower to Shipper. — Small cultivators usually 
sell their ]>roduce to local dealers or consign them for 
sale by broker's at the local or coastal markets. In its 
journey from the fields to tlio coast most produce pjisses 
through the hands of several intermediaries, each one doing 
his part in the work f;f concentration of supplies to the i)orts 
aiKl prej)aT’aVion of the ])roduoe for shipment. 

f- 

This conceiitration of supjdies is particularly necessary in 
df^aling y itli [)r(»dii<;H> wJii(3h has to be ])al(‘d‘ for trans])ort 
to tlK* colist, oi* undiM'go (>|.lK‘r pi’oct'SS(‘s wliicli can only bt* 
done economically oti a larg(> sealo- in the butter and l)acou 
'I'a/dories, slaughtei'- house's, drysalteries, etc. 

All imjtorted ^i)roduc(‘ is thus ro/^crw/ra/cr/ to tlte ])ort (.>f 
shjpmtmt, and (HHtrihalcd from the port; t)f arrival. And 
whether the middlemen be independent or united into oiu^ 
com]mny the satiu^ sysb'in of division of labour picvails. 

Shippers and Importers. — The foreign or colonial shippers 
thus * acquire large (puintities of pfoduet' from various 
sources, which they forward to importers Invre and in 
foreign, countries. ’ r, 

Usually the im])ort(‘r nyunves the goods on consignment, 
iji. for sale l>y him as agent, for the account of tlie shi})p(‘r 
to whom he renders an Account . Sales (sec j). 3t>i), showing 
the amount realized l>y the sale, less (^xpcaisos incuned on 
this side and the importer’s commission. The difference, 
viz. the net proceeds, is of course payable to his principal, 
the shipper, aft(>r deduction of any docunuintary hills 
accepted or amounts other \^ise advanced \)y the importer. 

It should not be imagined that the imj^^orter, since he is 
acting as agent, tak(>s no ri'sk ; far from it. Me is respon- 
sibfe to his prineipals for pay^npnt by buy(?rs here, and since 
ho invarial)ly has to give linancia] assista'nce/to the shipper 
he runs the risk of financing an ,^insuccessful adventufe. 
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Tho shipper cither obtains e^sli against thiCurnt^iVs at ])Oi*t. 
of shipment by* means of a l)ank credit arranged })y the 
importer here, or Jie draws against docairnents for aljout 
80% of his own valuation of the consignment as sliown on 
the pro forma invoice. 8o the importer must either pay or 
accept l)efore he can get possession of the goods, and if the 
consignment does not realize as much as he has advancu^d 
or accepted for on the draft now held by the bank here, lu‘ 
must trust his [)rincipals to refund the dilfei-ence. The 
diffej’ence is called a shortfall, and tlif* amount is ('itb(*r 
withluvld from tlie proceeds of thc^ next consignment or 
drawn for in a shortfall draft swit out through the bank to 
the consignors for collection. 

It is th(‘ importer’s Imsiness to avoid being swiiplled, by 
mushroom liiMus thousands of nriles away, who are only 
too anxious to consign him unsaleable ^stuff, or send him 
shi|)ments at an exaggerated pro foi‘ma valuation. On the 
other liand lie must do his level best for really good shi|)p(‘rs 
in order to keep in their favour. • 

To buyers on this side* the importer is ('oyrse 
alisolutely responsibl(> for quality and ])roj)er exc^cution 
of contracts, and if l)uyers do not fulfil their obligations 
the importer usually (*Jaims in his own name, without any 
mention of his ])rincij>a]s overseas, of Avhom his customers 
know nothifigr and who, particvdarly those in India and 
West Africa, very often s(Hun, to o\u- ideas, a (juaint and 
An busi lU'Ssli ke ] kx) |)1(x 

Principal and Agent. — Though (commission' agents, both 
importing and (‘xporting, usually act in their own nanu^, 
atid sue in their ow'u nam^^ if necessary, their princijials 
may take legal procetMilings into their own hands if they wish 
to do sV). Althouglq when the (x)ntract was made with tiu? 
buyer or sc^hx' hen', the latter had no knowdedge of the 
prineip^rs exisfen^e, it is (juite ^pcxsvsihle for the ag(>nt to 
step out of thc^ transaction and*leave his principal t(\ figljt 
his. own battles.* But if the jirincipal is unsuceessful |i(^ 
cannot proceed ,i*gain throiigli hi^ agent. Proceedings may 
be talcen by pri?icipal o/%ajs/ent, not lv>tb. 
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Conskjnmknt of Mica fkom (-‘at.ci’tta to TvOndon. 

SaI.IO THROUCU BrOJvFR HY PlUA A^rK 'rRFATA\ 

1. The impoi tons in T..()iidon first receive from tlieir principals 
in Calcutta tlu> follow ii‘C4 Advice of Shipment- : 

(u) (Vtlevitta, *^)fh d/>?/7, PC... 

Messis. J. \V. ihncli tV Co.. 

14a l\0')d Lam*. 

LoidIom, 10.('. .4. 

Dear Sirs, 

^ Shi})niQrit Ao. 11. 

\Vt^ lia\<" much ])lei'>sui‘e iu .sendin;^ you herewith the 
lnvoi(‘e and S})cc.itieation for ()0 ('/s Mica sliipped per s.s. Cltj} 
of Oran, liound for Lon^lon. 

V\'c ha\ valiK'd this consimmient at £4211. as will he seen 
from (la‘ specilic'at ion altacluRh hut w o ha\ o dj'awn on you, at 
customary vismice, for £3S1 only. W o recommend the draft, 

wRiicli has been negotiated w ith the Bank of Tiidia, 

to your prot(‘etion, 

Idoasi'. favour us w ith your brokers' report iijion and valua- 
tion of this eonsigniiKMit in due course. 

Yours faithfully, 

/’VirTnu l<h\sTFRN Mica S^'^iDTCATE Ln., 

A. Walwiis', Director. 

{h) Proforma Invoice fi'om shippers : . 

Invoicio for <)h ('js Mira shipped per s.s. Cd// of Oran 
and con.signe<l to Mm^^rs. J. Ik. Harch <1* (Jo., for sale aiul 
realisation oif ai'eount of the Ivas'I’f/rnt MKja .SvNincATF 
Ltmitet). " 


Marks aiat Xus. 

I’art.icnlars. 


Aniomit. 

■ E M S. 

\, 

Aggregat e \hihi(> of HO C s 
iMica as ])er pt>eeifi cation 
at tacliod lieioto. 


£42;{ . 

f) 

London, 

'J8561/ 

^ 8()20 

E. & O.E. 

(Jalctiifa :.n}tk A pril^ 7t> .... 
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(c) specification : 


Specification of f.m.s. (K) C/s Mauksu Mk'a. 

, / Per s.s. C/p/ a/* Om?c 

\ / 

l-.ond<>n 







a : s 

|8561 

No. 2 Std. 2iid 

794 ; 12 

(574 

|)er lb. 8/- 

2048 

Vpiality 


t 


2 

,, 4 pt. std. 

141 i 18 

123 i 

,, 6/- 

30 18 

3 

1 

,, 4 stained 

141 ; 1^ 
129|! 18 

123 j 
lllii ) 

■ ,, „ 3/S i 

42 18 

5 

,, 5 clear i 

111 : 18 

123 !:' 

4/2J 

2542 


{Continued). 


8«16 

,, 0 })t. std. 

! 142 

19 

123 

: ' * W- l->^ 7 ' - 

! 1 J » 5 » *■ ; , 1 1 « ; < 

7 

,, (:> M 

! 143 

19 

124 

8 

,» Oj 

! 141 

18 

123 


9 

,, 0 stain ^^1 

; 142 

17 

125 

1 „ /9 U (i 

20 

M () j 

141 

*! 1 

i! 1 

15 

420 i 

iJ |l_ M 

£ 4231 6 ~ 

Calcuttn^ 2iyth Aprils 

19.... 





2. On receiving advice of sfiipinont, Messrs. Burcli\s 
move is to Ic^ok in the “ Shipping Intolligoncc ” cohiinn of the 
daily paper, or ejse ring up Ihe shipowners or ilieir agents, to 
asceilain when the steamer is exjjocted to arrive in [.london, 
ifnd where slie will bo l)erthing.’' AVe will assiitne that she 
is expected to unload at Victoria Dock on V^he following 
Saturday morning, the 12th Jane. 

In the meantime Consignef^ receive frprn the London 
office of the Indian bank tlio i’ollowihg letter advising draft : 

(a) Deak Sirs, 

lieg to •nforin you that we lA:>ld h draft as |)er 
particulars at foot, whitli wt‘, propose to present and on your 
acceptance of whicli.th - rolativ^e doynments wilhbo surrendered 
to you. * » 

Draft No. 1 143. 

Date,: 29th 19.... 

at 3 in/s. 

Drawers ; The h^iktesn Mica Syndicate, Ltd, 

Amo4mt : £381. 

M.T. z 
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{h) '.I'lio I )rat‘t : • 


('aleiiita, . 


\prily )IL. 


■ Korciizn i 
' \V\\\ viiity 
: orj tirrival 
! ‘i/- 


Three rnonlh^- afier sight of tlic First of Exchange 

{Second and of sarno tenor and date 

})(ang ua]M‘id), Pay to the Order of the 

Jimth of fndiei. iJd.^ tlie suni of Three, hn'itdred 
and eightij-ofic pounds \a\iio receix ed in 60 (’/.s 
Mica “ dtp of Oran. ' 

To Messrs. J. W. Jiurrh d- Co., 

I.ondon. //V>r and on behalf of 

Til 1-1 Eastkrx Mh'a kSvNivK ATi-;, Lrn. 

J. Direc'tor. 

F. Spkes, Seeri'tarv. 


(e) Th(’ Iniporter's accept the draft as hdlows : 

Ac<‘e}>ted 

Hth 4vnve, l : * 

Pavabte at Rarela^ Rank, 
tVrudnivch M., t-' - 

J. IT- /ho*' /' 4‘ ( o. 

In dno course a messenger calls for llie accepted draft, and 
hands m^er the docuinents in. I'xeliangi'. 

3. The Bill of Lading contains th<*. following particnlars : 

Consig’iees : Order 


London 8561 8620 
60 ( \/s Mil a to vveigh 3 t. 14 c. 3 q. 7 11). 

305/- per ton £57 Ov. I hi. 

Exchange : 2,3* Ks. 504 lla. lOj). 

{a) Fj*eight Calenlation : 

Ton;S. CA\ t. qrs. lbs. £ s. d, 

3 - @ ‘^Oo/- 45 15 - 

10 - per ton 7 12 6 

4 - - 3n 1 - 

, 2 - • 7 Ih 

1 - 3 of 

7 11^ 

3: 14: 3 ; 7 57 - 11 



XIII 


IMPORIING 


355 


(6) Exchange Calculation 

£57. 05. 11(/. at 2/'3J per riipoc "riie iiunibcr of pence in 
£57 O.v. llr/. divided by ibe number of pence in 
2 /Mi, (one rupees) 


-Tls. 


13001 


Hs. 


13601 x8 
217 


Ks. 501 11a. lOp. 


VVojiKiNt;. 

£57 0 11 
20 

1140 sliillings 
12 

13001 ponce 
8 

217 ) 100528 (‘ightli^; ( 504 
1028 rupees 

100 
10 
000 
100 

217 ) 2500 ( 1 1 annas 
300 • 

173 

12 

217 ) 2070 ( 10 pics 



IhlOOF. 




Rs, a. |). 


£ 

5 . 

(/. 

501 

(d. 21- 

50 

8 

0 


/3 

t) 

0 

0 


OA 


5 

;i 


(a: 2/3,* 

50 

10 

3 

S 



1 

lA 

2 




3 A 

1 




1.! 

10 





504 11 10 

iV/ 2 '3 A 

57 

0 

1 i 


4. ''ria? Marine Tnsuf«ance Policy^ issued to tlu' Shippers by 
the Calcutta olticc of a London insurance company, covers the 
amount of Tlio invoice plus iO ivxpressed in ru pet's. 

Cdlcululion. £423. 35. at 2 3i- - P.s. 3745 rouij,)ilv. 

Add 10')o 374A 


Insure for (say) Rppecs 4120 

Parlirulars insertffi m the Pali r if. 


Ks. 4120. 

Premium ■],% Rs. 2?t 12 10 
Stitmp 5 


23 7 10 


r^alcutta to Lojulon until 
safely stored whta e goods ai’r^ 
destined 43)1’ ware! lonsing. 

y«501/S020 

t)0 Cts Mica. 




London 

( Pr i nted 5 ? anf in,) 

llnlt'SR otherwise Staled in writinj?, tin* subject, matter of tiyis insurance is 
w^arrahted frwr from all Average i^nluss the ve*el or erafl be stranded, sunk, or 
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burnt, but tile Insuroj-rf to pay thti itisuird valiu! of any paukago or paukaj^us 
wliicb may*' be fvUall\' lost 5n ioadintr, iran.^bipin(:-nt or disci? irge, also any loss or 
duTuaj^a to the lv\terest insured which niay be reasonably att ributed to tire, collisKUi 
or contact of the vessel and/or eralr and/or conveyance wiMi any external snbstafna^ 
(i('e excluded) other than water, or to ilisc'nariie of car.uo at a port oj‘ dlstn?ss, and 
also to pay landiiuj?, M'avt'housinu. forw artlinu and S|»ecial cliai'^es, if iiuairred. 

tl rounding or Stranding in (Janals, Harbours or Tiilal Kiveis not to be deeuicdu 
strand, but the Company shall pay for any loss to the interest insured wtiich may 
l)i.‘ reasonably attributed thereto. 

Warranted free of Capture, 8ei/.iiro, Arrest, llestraird. or Detainment and the 
eonse.(|ueru‘(*s 1 hereof or of any' attempt thereat (piracy exce.i)t*“d), and also from 
all conse<i lienees of hostilities or warlike operations, wliether before or after deidara- 
tion of war. 

Warranted free of loss or damage caused by strikes, lockouts, workmen or persons 
taking ])art in labour disl ur^^yances or riots or civil commotions. 

General Aver:/gc and Salvage, clauses payable, according to foreign statiunent or 
Vork/AntvMTp rules if in :icci»rd:ince with I he contract of alfreightnient. 

Held covered at a premium to be arranged in case of deviation or change of 
voyage or any omission or error in the df/a-ription of the interesi, vessel or voyage. 


StM-.ci.yti Con pitions. 


Vf;a FKaiGUT. 

Including risk of eraft and/or lighter to and from i.luj ship, which craft and/oi’ 
lighter to be deemed a .separate insurance if desired by the Insured. 

Foil C.\KGO. 

TncJu(i‘'.ng (subjei’t to the terms of the Policy) all risks covered by tins rolicy, 
fru.n Shippers’ or Mannfae.taircrs’ warehouse, until oie hoard tlu; vessel, during 
translwpment. if any, and from the ve.sscl whilst on (puiys, wharves or any .sheds 
during the ordinary cour.se of tr.in.sit until safely deposited in Con.^ignees’ or other 
warehouse at, destination name in lN>li<'y. 

Inehiding risk of craft, raft and/or lighter to and from the vussel. VCach craft, 
raft and/or ligliter to ite deemed a separate, insurance. The. Insured are not. to be. 
prejudiced by the negligence clause aud/or latent diU'ect.s ('lause in (In', bills of 
lading , and 'or chartt'r •party. The seaworthiness ol dlu' vessel as lad ween assun.'d 
and assurers is hereby admitted. 

It is hereby agreed by the assured that, in the event of loss or »lamag»\ notice 
prior to the survey sliall be given to Thk .Mas,.\(;kii or Lloyd’s Agmd. 


Tlie adjustment, of all l«,*ssrs ami other maltei'.s relating to this Tusurama^ shall 
be matlc auree.abic to tlU' tenor of this Poli( y and the estalilishcd rraetiie. f 

All policies issued abroad and made payable in the United Kingdom 
are required by law to have a Government Stamp affixed within ten days 
after date of arrival in the United KingUoni. 

TJie insiirantu? policy is oiidorsod l)y thci importers if they 
wish to make a claim. 

5. The Importers are now able to take' possession of tlio 
Consignment, and dispose of it on behalf of their principals in 
Calcutta. ' ^ ' 

Some importers atttmd to the landiiig and selling of the 
goods Ihcmsolves ; but in < this case Messrs. VV. Burch & 
Co* employ a firm of Brokers to o-rrange for the landing and 
warehousing of tlie goods, find buyers and arj^qnge the sales. 

The B/L ' having boon ‘^mdoi’sed by, the Bank and by tho 
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Tniporiers, the 4atter take i1 to tlH> oilico of ^liippin^^ 
cojnpaiiy for rolons<‘, and hand ii;, vvitli tlio folhnvin!.^ ha lor, to 
the brokorn. 

Ijondon, \)i}f JuiLCy !!♦ — 

Messrs. E. W. (killuin tS.- Part iiors, 

SO The ^Finories, 

AJdgati', :E. I . 

Dear Sirs, 

W'o (MK'lose, heriAvidi hill (jf lading for Tj() E/s Alien 
per s.s. ■■ City of Oran ' fjo-n (gdentia, v.liir*li wo ro(|uost you 
to please re(.*eive for ns on arriva]. VVe ninlersiand from the 
shipping e()TT)].)^«iy that tlie steamer is dia? to ai'rix oni>r ahont 
1 1 le 1 1 tl i in s t . at V ie 1 a n i a I )oe k . 

Please let us have your rej)ort afid valuation at the ('arliest 
|)OSsif)le inonaail . 

Yours faitlifully, 

J. VV- f in in 11 k t 'o. 

0. As the >steamci^is to arriM) at the Victoria Doel^i^ the iniAi 
could be landed there, and warohonsed with tlie IkL.A. until 
sold. The brokers prefer, however, to havti the goods at a 
riverside wharf specially devoted to tliis class of merchandise. 
Lighters are sent dowri ^o tiie docks to feteh tlio cases ooc^Me^ 
and the wharfinger makeii the necessary customs entry (p. 25 1 ), 
pays the p^*rt rate, weigl.^,, tares and opens the cases for 
inspection, take-^iisainiiles, allows the brokers’ men to come anti 
make tlioir valuation, and assists #general I y in preparing the 
§ood8 for sale. 

7. The Brolver’s Report anfd Valuation is drawn up in a 
manner similar to that sliowii for -the speeihci^tion, the broket's 
adding a criticism of the qurClity of tlie merchandise, present 
prospects of salt^, aiid^probablo values. The prices ho names 
are no^ binding anybody; they arc# mxM^ly conjecture. 
But the broker’s opini<.ai is valuable, as no one knows bottt'r 
than he what the ggods are \\ orth.# • 

SiiouM the ofttimatft* shown in thT? broker’s Valuation bo 
much lower il^in ^liose shown iji the shipfjor’s prttforma 
invQice, the inipiSrteM might decide to abstain from sellgjg 
for the present, ii» tli^? hope oi ati Improvement in prices. Or 
they might consul with their principals by cable oi* otherwise, 
and fix Reserve Prices below which the broker must not sell. 
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8, Tli'j Wharliug'er invoices his services tf tlie Broker, to 
whom h(> M,lsn looks for jiayment'. 


Jacob's Wfiarf, -Ust Aity., 10.... 
Messr,'^, PJ. ]|\ (hiUutn <0 Partners, 

Dr. ft) W. \V. .] A(‘()Hs tK: Sons. 

W, \V. .lACOiiS A' Sdxs will not In' liable for any »l(/lay. Ioi^k of or dauiafro to goods 
ontnistr-d to or hfindU-d bv fbi'in, whetluT (tr not arising from flic ni‘.t'ligt*nc(‘ or 
wrongful acts pi tluir scrC.inIs. agents, or anyone, which can be rt'cco'crcd by 
insurance, nor jrom any expenses or loss arising from strides, combinations r)r 
labour disturbances. 

W. W. .fACOiiS A' S(‘NS arc not liglil('.''.iiiefi, Imt vvittiout rial)ilit\' arrange for the 
li.aliterage of goods to and from their \carcli(nises under the terms of t)u> I.ondon 
bight eragf' Clause. 

For .Me! liauts' proteelion, every lnsur.ane<' Poliey should eoutaiu the elaiise 
" Whhoiit fceoiirse to WharliugtTsor l.iglitermen.” 

Cheinies to be crossed “ boudol'. County Wesimifisler A I’arr's Ifank,'’ No 
reecipts are reeo.gnized except on printed forms. 


E.M.s > jj 857(»/S2, 85()o. 8 (';s Mica. 


Uoiuloii £ 

2 4. 0|ie?)iTig I'or iiiiS|u'cti(»n, atterKhmcc and nailing 1 fi 

^ c. or. Ihs. 

28, Rent 4 weeks 857() 82 7 C s 8 2 18 

, at 8J. ]V3r ton 1 2 

' e. or. U s. 

27. ,, 4 „ 850o 1 (7 1 1 I 

at 8(1. per ton .2 

2 10 
1077 

y ^ 2 '7 

Increase ptaiding revis'ioii of rates - 7p7( 

War increasr’i - - . , - - 65% 


11 ) 2 .,.. 
Jvino 21 . 


1 1 € 
4 7 
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Me^isrs. h\ I)'. ('uUnin <0 PaMnci's [Contunmd). 

£ .s. d. 

Juno 21. 8561 /Sn2() 60 ( Mien 

f. qr. li). 

Larnlirif^ rnto on 75 - 24 at 6</. por cwt. 117 7 

Pustonis ('Muninat ion - . . 4 

Oponiji^; 12 (2s, IJnpaokinLi' find \V(Mjj!:liing 

8 (2.S, Kojiaokin^ and Nailing - - 1 4 7 

Sain])lo.s 11 at id., 1 at iyd. _ . . 4 2 

('hooking and s<'ttling tan-s at 2d., 



8 8, ( 'oop('ring and Materials 4/3 - 

12 

11 

July 

4. Atteiidau(*e, inspee 
6. 

tiofi 8 C/s. 

3 C/s at Id. 

3 

8 


Port Hate Paid 

3 

2 


c. (|r. 111 . ' 

30. Kent 6 w ec'ks 8583/620 38 C/.s 48 20 





at, Sd. per t r>n 

9 

7. 

Aug. 

7. ,, 7 ,, 8563, 

c. qr, 11.. 

/ I 2 c/s 2 1 17 





a,t Sd. j^(q‘ ton 


1 

- 

22. 0}>ening J’or inspc 
Nailing 1 C 

'otion, at tt'iidanoi;' and 

1 

6 

? y 

31. KcmiI II wcadvs 856 

2, 8566/8 4 C/s 




qr. Ih. 

5 16 - - 1 10 

„ 11 8561, 8565. 8560/82, 16 C/s 

qr. Ih. 

10 2 0 - - 7 2 

5* To * 0 

10'\, on t<ital, kvss Coi t, Kat<*, £5 7 7 10 0 

5 0 0 

7C2, on 4 .6 10 0 7 3 

65^2, ,, * ^ ^ J 

• . . bTT 11 

llrouglit forward - - - 4 7 

£S 19 ‘ 6 


U harfag(> Charf.je8 ;vnfl alT ot lior dtslnirsouKyits niado by tho 
broker*aro o\ ov^tvially^rhargod upT)y«luni to tli(‘ Importer. 
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{). AtV'i’ f.acli sdlo has heon ^^ITecttxl, thn ^broker sends an 

Invoice to the Hnyor, and an 

10, Ac(*ount Sales to the Importer, with vouchers attaclunl 
for any disbursofoents lie may ha\ e incurred. 


BROKFR'S A/S. 

Account Sales of ? C/s Mica ex s.s. ‘'City of Oran” from 
Calcutta soKl on oth July, 10... by order and for account of 
M(\s.srs. .1. W. Burch & Co. 


E M 'S 


£ 

s. 

d. 

1 .O N noN 

lbs. 




^ 25«2 

1 (‘/s weigliintc nett 123 





‘ rlraft 2 





121 at 7/- 

42 

7 


Oll/^: 

2 C/s weighing 11 ( 0 1 2.34 





(ift. :( 





■2;n 5/3 

60 


9 

i 

. 

102 

19 

9 


Fin* In.suranco la 





}b'okerag(> 2^’o - , 1 ^ 

1 



' ; 

- r 

2 

16 

3 

j 

• 

1 00 

3 

(b 

1 

f Prompt 1 0 .4 ug. 19... 




1 

1 

London 9 .4w//. 19... 
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11. When the, bulk of the €onsigriment l«is bee^iVhsposethof 
the importer coirects all tlie brokers’ A/S, logetlier with* vouchers 
relative to the shipment, such as Wharfinger’s Invoice?, etc., aiul 
sends them out to his principals with his own Account Sales. 

IMPORTER’S A/S TO CALCUTTA. 

Account Sales of 60 C/s Mahesu Mica Shipment No. 11 per 
s.s. “ City of Oran ” from (Calcutta, sold and realized for account 
of The Eastern Mica Syndicate, Limited. 



■ 

ilA £ 1 

K.M.s. 

1 

i 

60 ('/s Mica !j 

< 

London ! 

No. 8561 Not .sold | 



N<.)S. 8562/8620 50 (.■,'S • 

■ 


I N('t Weiglits as per copie*< of 
AyS attached hereto, at. 7/- 
5/3 ; 4/10; 1/0 ; l/TJ ; 1/1 ; 

1 (ki.^rosiiectively as shown - 

Charges. 

Landing, etc, - ... - 

Fire Insurance 2/6% 

Potties - 

Rrokerage 

Commission ... - 

V^our draft against abo\ (* - 
! Cj. <p 0,K. 

I (.■alcutta, 2n(i September, 11).... 

‘ It has already h«?n stated that a commission agent is 
legalij^ a factor.’*’ If he is unfaithful* or negligent in the 
performance of Ills duties liis principal can sue him for 
damages ; b^t tTie ^principal ^aiviot undo the contracts 
wliich his ag^nt ^las made, though they may }ia\«3 been 
made without l!is c.?>nsent. 

Firm Orders,*-- By no moarls^all produce is imported on 
a oonsignment basis. » T^rge quantities of foodstuffs and 


i460j 6 


8,10! 6/ 


ii :i8 

!i :n 

10: 7 
I 4 13 


4:. 

0^ i ■ 

H *1 

10 24lll: 1 


444 

3S1 


. 


Mill 
63|14|11 

i 
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ni'uch ra^Nv* ujatprial an.' importo;! against “ ^rirv orders ” l)y 
the iniporter, (n; by contract. Even legular eonniiission 
agents, when ju'iees liave an upward tendency, naturally 
prefer if they can to buy outright, and thus get a bigger 
profit than the mere percentage allowed by shippers on 
consignments. The Im])orter ma}^ then t>e termed a 
Merchant. 

Direct Trading. — Thi' services rendered l)y th<‘ imporh'.r 
as an interifu'diary betweim the home laiyer aiul the ovcu- 
sea.s shipper are of grc'at falne. Through the market 
organi/.ation, with its IjrokiTS and imjiorti'rs,. th<* whoh'sale 
merc hant or usi'r can obtam just what be wants at the right 
moment, and at competitive, current prices. On the other 
hand the importing produce agent is on the sf)()t to |)i’o- 
tect his foreign shi]>pers interests, he guaraTitei's payuMud. 
to them, and Usually helps them to pay tiieii’ vay by 
meaps of /^.dvances against shipments. 

Direct trading between prodiu'er and eonsunu'r is v^c'ry 
rari‘, • but that it does sometimes take |)lae(^ has been 
explained elsewbi re.' , 

In the case of cotton, for instance, tliero are s])iniier’s w lio 
f)lace contracts witli <xro\vcrs direct ; t)nt in the cbtton trade 
dii’cct ‘trading more frec|uenlly takes tlit' fo*i’Mii of dealings 
with a .shipfu'r at an American cotton port, or with an^ 
American agent in Liverpool. 

Producers’ Office in U.K, -“-There is an increasing tendency 
among large gro)vt*rs abroad to appoint represtmtatives in 
European centres. The econoni}’^ of the usual macliinery 
of the market or exchange, served by commission agents 
and brokers, can hardly bo improved ; 't)ut the produc(*r 
who sets U|) S Ti oiiicc in, .London or /Xntwa'.rp does so 
with the intention of pifshing liis way* past fntermediaries, 
who really have no more iatercst in hirndlian in any other 
prcvlucer from whose consignments they iniglft do equally 
well. ^ ^ 

^ Z^W/v.ci/;/c.s and l^ractirc of ^IhAHincss, p. 27. 
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For oxair»|)lo,^l^)raziliaii (*o^feo sold lo* a git'gl* oxt ('iit hy 
Rra/iliari agents in iMiropo, \n lio submit “ standard s^nn])les 
of the eoming cM-op, and are able, by naraiis (^f cable com- 
umnieation with their ]>riiieipals, to offer and sell off the 
e(:)ast or for future shipineiit between stated dates. Mueli 
grain and cotton is sold in a similar inannei". 

The produocu'’s ropreseniativc, •like tlie indept‘ndent 
commission agent, may sell partly by private treaty with 
buyers direct, or through the market (^rgani/ation. 

Somt' of tlie large Euro})ean import tii ins arf themselves 
producers, and many, pur^ily trading coiTi panics, Imy 
througli theiii branches in for(>ign c<'ntres and ship the 
})i‘oduci^ to Europe. The old hkist India (,V)m[)any anrl the 
pn^sent day Hudson Bay Company are notable examjtles. 
In a very few cases the same linn ])ryriuees, ships, imports 

and distributes tt) tlie general public as, ft)i‘ example, 

Liptons, who ba'-^c tea plantations in (^Tyylon and retail 
shops throug}ioui*th(‘ Ihut(‘d Kingdom. Tlie ( Vojienittve 
VVliolesale Society, Ltd., is the biggest organization of 
this kind in the world, Imt the (‘0-o[)(a’ative ndail shops, 
although m(‘mb(‘rs the (.'.W.S., are not under tln^^same 
management. Us business is not eontined to planting, 
but extenTls to almost ev^u’v branch of industry. 

EXAMPLE OF PRODUCJXO AND IHBOKTIXO 
ORCANtZATION., 

The following outline of the trade in NoUh African esparto 
grass, tliough not (l^scribiiig the organization of any one tirru 
in iwticulaT’, will serve as an example of w[»at has been said 
in the last paragra|)h : 

Tlie companies concerned in this trado^ are of different 
nationalities -»Fre7ie}*, Britisli, l%iihan - but we w ill here 
study the organization of a typi<*.al firm, }ia\ ing tyio oflice 
in London, a* x»th*n’ in I*aris, aifd brancJios at hvo or six of 
the North-Afri^^an coastal pc^i’t^. The principal part of tlie 
business consiVs of shipping cargoes of ospaito grass to the 
Efiglisli^ and Scotch paper manufacturers, the* finest paper 
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b^ing in^ideiiuf this iiuitorial ; but tho firnVs doaliTigs may 
extend to Algerian palm libi’es, olive and geranium oil, 
carpets, curios, etc., and even minerals, 

Es(;)arto grass grows wild on tho hills of Morocco, Algeria, 
Tunis, and Tripoli, and is torn up by Arabs during the in- 
tervals betAveon tho luirvests, when they liavo little else 
to do. * 

Throughout the interior the Company has erected Collect- 
ing Stations or “ GhantierSy^ each consistii\g of a weighing 
macliino, a sj;aclv of glass (with or without a shed to cover it), 
and a man iti charge. As the Ara))S pluck th(> grass tlioy 
bring it to the chantiers, the nfan in (‘barge weiglis it, and tho 
native receix'os the value in coin (say live or ‘six fran(‘S |)or 
100 Vilos]'* 

At the C'hantiors the grasses tied up in sheaves, or ('(jnsigiK^d 
ijuite loose by train to the nearest Baling Slalion, w hich may 
1)0 at one of the seapovts, or at another chantier in the intci ior 
within easy railway communication of the othc!*s. I t is there 
that the grass *is compressed by means of boiso-driven 
mOebanicay dealing presses, m-, at the more*important ('.entres, 
hgdnlnlk presses, and bound with iron hoops. bales are 

made as small as j)ossible to reduce tlio cost of earriago 
and freight, as before l^aling the grass is very bulky, and 
a liig\i rate per fun is ebargod for ks transport on that 
account. 

The baled grass is .stored ]^ending ihipment in tho Comf >any\s 
W'arcluviisos at the different seaports Oran, .T^igita's, llizorta, 
Susa, Sfax, Cabes, and othcivtowns — w'hev(‘ th(^ Cojupany also 
liavo branch oihees under responsilile management. 

The wliole system in North Afri(?a is under the supervision 
, of the Manager of tlid Algicr.s branch, and tiie various (^outros 
are kept- in funds by cutble ti;ansfer^s through th(' Frenich banks 
in London. ^ 

The London 0/Tice kept advised of tlio,amoimt of kiock 
at (^ach ]>ort, and receives detailed reports on ])riTit(>d columnar 
sheets showing t];\e (]iian titios available at each “ chantier ” 
in the interior, the }:>rices mid, and the ]T\to at ^i^lich supplies 
are forthcoming. The olTicials in London can judge from 
triese refiorts how^ much grass they can sell fbr ^shipment fi‘om 
each^port. • 

The London Office is assi.^iietl ,on the siiollil^g side of the 
business by bl^ Fibre Broker, wdio for a commisj^jon of -1 
arranges contracts with tlid' paper man{ifactiirers, and does a 
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great deal of work connocted Ihe imloaciing of jife stcMiuers 
as they arrive lalSon with grass. * 

In the busy season tlio brolver calls frequently at tlie ofliee 
of tlio Company to irKpiiro liow much can be disjjosed of at 
each f)ort, and for Jan./Pcb., or Feb. /Mar. sliipinent, etc. He 
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does tiis best to fit fti his buyers’ requirements with the esparto 
companies’ ability to meet tlfbin. All contracts are for Forward 
Delivery y as tlio pape;c manufae15un‘rs want* to know well 
boforohhnd how’ much their material is going to cost, and to 
ensure adequate sujjplies as and wh^ti thtiy are needed. • 

The broker makes tjie contract of sale, the essentials of wdij^ch 
lie copies on two /Contract Notea, one of w'hicb (called a Bought 
Note) he sends t?g the buvcr.*and another ((?allod a Sold Note! 
to the seller. 
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/ 

imOKER'S SOLD NOTE.^ 


'roloplioiic : A VO. 43011. 

Tolograrus : Eibi’ilUite, Loiulon-Fen. 

Norfh‘A f rican Concessionfty Limited, 

Dk.ar Sirs, 

\Vo have, this day sold for your account to The Forst 
Taper Co., Garstoriy subject to the coiiditious stated 
hereunder 

laODl {Otw' thousand to T wed re hundred) tons 

Algerian Fsparto Grass {ten per cent, more or less as mag 
he declared) for Janwiri/'Fei ruary shipmeni at the rate of 
(Nine pounds fifteen shillings) per ton landing 
Aveights, such price to include cost and freight to Garston 
Jjock and Insurance against all risks until safely stored at 
Bu ye rs ’ tva reh o u se . 

Terms ; Payme 7 ifin full to he made /r Buyers' uAcceptance 
at three months dale from the tenth day after the goods 
are landed. 

- Mac fa via ne and- Judd, 

'^''London, l~dh October , !in... eBrokors. 


As oat-li contract is made a. suita1)lo steamer has to bo 
chartore<l to call at tlie port or ports on the African (‘oast from 
which the shi|)ment will be. ma<lo. Th’v? charters ai'c arrangerd 
by a Shi})l)rok(*r, as many of the steamers ein])loy(‘d on this 
trade belcaig to Erench, Noi'wegian or 8f)anish con».'})a,nies. 

The‘slii|jments arc insured under a Floatv.ig Ikilicy, ea(di 
shipload ])eing dcH'lared imyiediatoiy after loading, on receipt 
of telegraphic advice fiom the Nortli-Af rican branches. • 

t — 

The Importer ani the Markets. — Most commodities can 
be obtained frocn more than one source, and it is tlie 
importer’s business, whether he is working for a commission 
or on his own accoupt, to seek out the best sources of supply, 
and regulate arrivals to suit his financial r(,\sources and the 
demand for goc^ds. 

Ho therefore needs to be in constant touch with every 
market of interest to him the \vorld over. Current prices 
on different centres are conip,ared, and information gleaned 
from all possible sources — newTSpaper fepeyts, telegraphic 
exchange quotations, husinc'ss Qii^ulars from shippers’ 
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agent.s on ihi.s side, and special r*eports bv^inail i^r Viable frdni 
the nuTchant {? own correspondents or agents in fon'ign 
markets. Nor are currenl |)riees evtny thing. The leudency 
of the rnarktds, the w(‘atlier conditions and pros])eets of 
good or bad ciops, extent of stocks ready for shipment, 
weekly reports of arriv^als and shi})ments are all of irn])()rt- 
anee in guiding the mereliant in hiii purchases, if he can 
get his correspondents to tell him to what firms and destin- 
ations the siiipments have* been made, so much the l)etter. 

Not less in iinportanco from tlu^ 4nerchant im|)ort(‘i‘'s 
standpoint is tlu' condition of thci freight market, llatt^s 
from e(|iially distant ports Soften ditlcr widely, and in 
pla(;ing (onirafds a rising or falling freight marked, may inake' 
or mar tiie |)rospcets of profitalde l)usiness. If t/ie g^ods 
are bought f.o.b. the shipper .Completes his part of the 
contract l)y putting the goods on boar/1, and if the ])uyer» 
takes delivery i]i the interior or em arrival at a coast town 
lie may run not only the risk of high frciglits but (wen that 
of not being able to iind suitable tonnage %t all for long 
time, [f jiaymeui is otheiwise than in sterling the ratvs 
of exchange may alter matters, ])artieulaiiy where a stiver 
or paper currency obtains on the centre in question, and if 
he financics his operations through the Ininks, the discount 
market liere and at port of shipment will come into the 
calculation too. * 

So it is iiot c'asy to reckon exactly how mucli per 11). or 
cwt, c('rtain ju^xluce will cost the merchant by the tinu' it 
arrives in tlie warehouse in Eygland, and the matter is 
n-endered more (‘omplex by the dilliculty of obtaining mucli 
of the data required to complete tlie ealculaSon. 

• ' » 

The produce merchant, i.c. the man who buys and sells 

jiroduce outriglit in large quantities, and ’at his own risk, 
Miiust have money %nd much ability. His qualitlcations 
nnglrt*be summarized as f(»ll()ws : - * ’ 

(tt) He must have a goofl knowledge of tl^e produce he is 
^handliii^r — although he 5} jisually assisted on the 
technical sidcliy agents and brokers ; 

(b) HLs maAyt the World Market, and it is his business 
to keep in toTich with ^n^i make the best of it, cvan- 
bining local prices wfth fnught rates and all relevant 
matters. 
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’(c) H(j hvist be; a clever financier, in order to make 
the most of his resources withoul; wrecking the 
business by excessive commitments. 


Exercise 13. 

1. (a) Make out an 'A/S for 60 C/ Manchester Goods per 

s.s. ‘‘Persian Duke’' sold on account of John Johns & Co., 
of Manchester, by Masters & Patel, Merchants and Agents, 
Bombay, ^ 

Proceeds are : 20 C/ at £40 ; 30 C/ at £25 ; 10 C/ at £20 ; 
Consignees’ expenses, etc., are : Landing Charges, £7 ; Storage 
£19 ; Fire Tnsurance £1800 at 4/- % ; Coinmission 24% ; 
Del Credpre PJo Expenses £3; Auction Expenses, 10 C/ 
at 5/ . • (U.E.T.cc.Adv.) 

(6) What is meant by “ dei credere ” ? 

2. .How are rnanufactured goods imported from abroad ? 
Give reasons for the [X'occdurc you mention, and differentiate 
between goods required for retail disti'ibution and industrial 
])lant. ' 

3* A Sliofheld fir?n wish to buy machinery from a Swedish 
factory having an agent in London. Should the firm deal with 
the agent or dir(M;t with manufacturers ? Give full reasons 
for your opinions. 

4 . Some foreign manufacturers hat ‘0 a branch office or 
agency in tlie U.K. Describe what you consider might be the 
constitution and functions of such a brancli or ageitt, and tlie 
advantuges tlio makers exiiect- to derive fro?.n being repre- 
sented Imre. 

5. Contrast, the methods and macliinery of buying and' 
selling (a) raw materials, (6) manufactured goods. 

(U.L;C.tpc.3.) 

6 . What is the difference between importing on a con- 
signment basis, and importing against firm orders ? And 
what is meant by a shortfall ? 

7. Wliat is an Account Sales ? What would you oxjiect 

to find under tfie head of “Charges” in such a document ? 
Figures need not be givep. ' , • (.D C5.C.II.) 

8. Describe the function of the importing produce agent, 
and the manner in wliich hb earns his livihg aiid justilies his 
existence. 

9. What, advantage might a’ foreign ‘or ^(folonial shipper 
of produce deri\ c from theses tablishme^?! of an ofiice in Lonvlon 
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or Liverpool ? Under what evrcniiiistanees wonld ^,'0*u eoJlsid^^r 
sucli an arraiigeiliont inadvisable ? 

10 . Describe in outline only the oiganisation of a (‘orn|)aiiv 
coinbiniiig tlio functions of |)rodiK*ing and importing. 

11 . (a) What s])eeial c|ualifications does aTi imporiing 
produce merchant ro(iuire in order to (‘arry t)n his })usiness 
successful ly ? 

(h) Sliow liow the import morcliant's (h'alings may }>e 
influencod by (o) tht.^ frciglit market, (/>) rates of e.\('hange., and 
(e) tlie discount marlo't. 

12. ('alculate {a} tlv' freight on 5 U/s <ai. .‘L x 2' tk' x 4 ' tU 

at IIT)/- per ton vneast. ])his 10 primage ; (h) lnsuranc*e 

|)remiuin on CIloO a,t 12/- %: and (e) V'alue in ni])ees of 
£10 10.9. hd. at i 3,\i per rn pee. 


M.T. 


2a 
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THE PROlfcCE MARKE^H. 

( 

Triniitive Markets. — T^ho oldest form of prodiico Market, 
as a meeting-|;)laco for buyers and sellers, is the Fair. To 
most English peo^Jc; th(^ word fair evokes memori(‘s of 
tlie roundabout and coconut -shy. Modern methods of 
eomfvninicratioh have provided other outlets for trade^ and 
tbj^ fail, as a commercial function lias become, in this 
eon ntry , i n si gn i h e ant . 

In Asia and Eastern Eiiro]>e, however, the fairs aic still 
ini(iv>rtant eentn's of tirade, and attract buyers from all parts 
of th(' world. In the h^ast e:reat fairs, sueli as those hold at 
Mecca in Arabia and Allaliabadvin India, ai(^ f<fniid to coin- 
eid(^ 'With r(>Ii^ions festivals. Before tlie ro^'olntion in Russia 
the fairs of Nizlini-Nov’iiy. rod, Poltava,, anfl Kharkov, wliieh 
were Iteld annually, witnessed the exehanuo of enormous 
quantities of product' and manufactured floods. The Nizlini 
fair was the most important, and seixt^l as a market for 
Russian an<l foreign go(a;is, nqtalily textiles, hardware, furs 
aTid cereals. ^ ^ 

The fairs of Leipzig (vSaxony) and Lyons (rLance), 
which are (|rganized on mddern methods, should be 
considered more as • indu serial exhibitions, than* as fains. 
Hundreds of different brjinehes of indiisjtry^ire represented, 
aid the fairs attract thousands of exhibitors and buyers 
from all parts of the world. ‘Leipzig *Fain is an important 
eenti'e for furs. 
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Sale of Imports. — lmport#?r.s ?>f ]<\)odsk[frs R?Av 

, MateM’ials of industry distriTule tlieir prodiic(‘, to the wliolo- 
salers or users respectively, thrruigh t lie following channels ; - 

Either 

I'l. To buyers’ diriM t. 

lNi)j-:rKN oKN’i'LY I 2. Tliroii^h the ly.'iency ot’ f {rollers, \^ lu> 
or Tun Makkot | arrange sales by pri\ at(> iieaty. 

or 

/ 1. Hy |)ersonal (hufting buyers 

and sellers, tlie gooTs being lu'onglU 
on tlie4inarket in bulk (e.f/. vegtTables, 
f?‘uit, meat, lisl), livestoelc), or 
l>y Dutch Auction (e.7. fish), ^ 

2 . I>y AiH'tioii, the goods l>ei(^g st 4 rr(Hl 
elsewhert^, and buyers given an 
oppoi't unity oi' iws])eefiug the bulk or 
On tun Makki'/p. / sau»pl(>stak('‘nf*‘oin t]i(T)ullN:(f'.f/. rook 

\ grocery, liides, ete. 

2. By |H‘rsonal dealing ^Ix.'tveen buyers 
, and sellers, th(' goods b(Mng*stor<^d 

(dsow laM*!? or delivtu’able * at :s():me 
future time. Quality a.seert a ined })y 
sample, type, grade, or deserijrtiou 
fe.g. grain, eotton, iron, }>rovi*si(uis, 

\ . ^ 

All sorls of commodities are sold by private iieffotiatioTi, 
but the inipfjrter’s preh'rc,»ice for tlie use of the cenlraiizigl 
niarktds, as wfll as tlie natuiH^ of tbe market (h’hlings, 
^Icpends in each case upon Iuj# particular liusiness coii- 
uections and the class of goods which he has sell. 

Whetl]^T goods are sold cu tlie market or otlierwise, the 
world’s ])roduc(^ always gravi tales to the great (‘('litres 
of distribution, such as .LoiirUm, Livelpoo], Antwerp, 
^Hamburg, Le Havre^ Marseilles, Genoa, etc., and in most 
prodi^e trades importi'rs, whether they ^oll (vi the? markc't or 
not, (uigage the serviees of a broker to plaei* tlieir consign- 
nu^nts as they anivo. tti some trades ^uiyeT's appoint 
broker!^ to buy for th^ijm. « 

Utility of thft Market, It has Ipeu seen that tin? n^d hods 
usually applied^ to the sale of maimfactured goods, uiz. 
advertisement, ihqmry, quotation, etc., would be too costly 
arnUtoo slow for larg(#S(jale dealbtgs in natural produce, 
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the qaaljty f>f whi<!>h is rcadrty ascertained, and is not usually 
identified in any way with the producer, shipper or importer. 

Concentration of supply and demand on the central 
markets enables buyers to get quieddy suited as to 
qualit}^ quantity, and time of deliv^cry, and to buy at 
competitive pricjcs. For the seller the market and the 
brokers attached to it provide facilities for economical 
handling and disposer! which can hardly be dispeased with. 
Outside th(? market the ijuporter would find it difficult to 
compete with market rates, for his own prices would have 
to include a bigger margin for charges, sucluavS the cost of 
advortiskig and canvassing, and the regular maintenance 
of a trained staff to do only occasionally (as consignments 
arrive) what the bro^icr undertakes for a small percentage. 

The Auction Sales. --Though furniture and other manu- 
factured goods Vhen sold by auction are usually deposited 
irf the sal/^ room, the public sales of Produce comprise such 
large quantities that this arrangement' would be incon- 
venient, and for economy in transport it is preferable to 
leave the goods at the docks or wharves until sold. 

The goods are usually put up for sale in lots,” and each 
lot is deemed to be the subject of a separate contmet of sale. 

The* auctioneer circulates a Sale Catalogue' among likely 
buyer’s, showhig the numbbr and a brief descrijrtion of eaclv 
lot. Buyers liave an opportunity of inspecting the goods 
ireforo the sale, either 

(a) by means 6i shqw cases exhibited in the sale 

room or in the broker’s or importer’s sample rooms ; or, 

(/>) hi hulk ajb the dock, wharf or warehouse where the 
merchandise has Ireen landed or stored. 

'.riie Auetionfrer is usually the same person as the broker, 
for produce brokers wluS sijecialize iff* merchandise sold in 
this wAy are in most cases licensed auctiooeer®^ and conduct 
th^r sale themselves. The licence costs per annum, and 
expires on the 5th July ; it fia& to be renewed at least ten 
days before expiration. ^ v 
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The Sales are organized ‘by associatkfns of *')roii(‘ivs and 
dealers, Avho together support the sales rooms they use and 
pay subscriptions. The rules printed on the lii’st page of 
thci catah^gues here reproduced should be crirefully rc^ad and 
uiidorvStood. 

EXAMPLE OF SALE BY AtUndON. 

import and disposal of Consigumeid of Hides fi-ojn Soutli 
Africa. 

Note, — Hides arc not aiwa-ijs iinportcd '"on consupDninit'' ; 
sotne of the hifjgcst Colonial shippers have (tgents at the ('oidufcntnl 
ports or sell difeef, ^ 

Messrs. Woodhouse & Harniltoi^ a London firni of*imj)c«tors 
and exporters, have arranged to receive (?onsignir.onts of Soutli 
African Hides for sale on eonnoission iof tlie account of thoil 
principals, IMessrs. Alex. Blacic tS: Co., of Caiietovvn. 

1. The usual advice of shipment is sent^ to London from 
Capetown on the otli March, 19.., together witli a 'ifrofornia 
invoice and the following 

SPECIFICATION OF 82 B'^8825 HIDES 

per s.s. “ Clan MacArthur ” for sale by Messrs. Woodhouse A’ 
Hamilton for Acconnt of ALKXANnER Flack iS: <*'0. 


Miir ks 
XOH. 


i 1/20 

^ 21/30 

31/3.5 
35/4^1, 
4.1/4.? 
40/50 
51/.55 
5G/00 
01/02 
03/05 
08/72 

nm 

76/82 



1. 

t.. 

r. 

1 

■1.1 

• '! 
11). ! 

-- 

m 





20 

400 

; 

: 3 

11 

I 

21' 

10 

200 

; 1 

.15 

2 

21 ! 

1 5 

150 

1 1 


o 

- 

1 ^ ^ 

75 


18 

3 


5: 

1 Ol.i 


10 


7 

1 5; 
i ^ i 

150 ‘ 
500 


It. 

If; 

2 

li 

1 5 j 

: 5110 


2 

1 

7 

i 2| 

; 200 


sr 

3 

21 


1 350 


r, 



1 i> ; 

' m 


5 



1 ^ 

i 150^ 

1 

1 

i 

21 

5 

1 150 

1 1 

" 1 

1 

14 

|82i 

|3,325i] 

lio; 

h5 

- 

211 


nrrtoriptioji . 


Lest fic.avv drv 
2nd 

rO'St. Kx. li. <iiy 
2nd 

Jli-rd. LIfilO 
ii7ul „ 

Lnst Cali 


2nd , 

3rd * and 1 
Ikst Kip-s 
2rid 

Third dry 
Foiirtli dry 


Capetown opi March, 19.. f. 


i IK T 

! 


1 

</. 

lb.s, 

! 

j 

&■ 



d : 

- --1 





23 ! 

TOO 

5 

3 

20 


22 

400 

1 

2 

20 


20 i 

350 



28 


20 : 

175 1 



28 


20; 

i no; 

18 

4 

12 


18': 

; 134 1 

18 

0 

12 


24 i 

j 175 1 

- 


34 

* 

20 ; 

208 

5 


5 

».S 

13 ; 

54 

4 

.5 

h 


23 j 

291 

3 

4 

8 


20 ; 

233 

0 

8 1 

8 


,15 1 

150 

1 

3 

10 


11 ; 

109 

14 

$ 

IG 



3,203 

18 

5 
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' * ^ * 

’’2. TIh; (l(>'D.iiiM‘irtary draft having been dL|ly pif^sonted by 

tlic I'nion Ihnik of Sonth Africa, Ltd., and accepted by Mcsstas. , 
Wa a If., the latter obtain |)osscssion of the Shipping Documents. 

.‘h The I>;1 j is diil\ released and handed to a firm (if /Jide 
/>ro/icrN. If the hides ai’O to be lAronght to a wharf (many 
brok«a’s ha\'e tlieir own wljarves), it is arranged tliat the lairgo 
])(i alongsidi' the \ ess(il Trn arrival Or witliin twenty fom* liouis 
to tak(r delivery’ ovtvrside, ;uk1 obviate the necessity' for landing 
at the docks, which would mean doulde landing cliarges. 

4. \\ hen tiu' light? as arrive at the wharf, tlie wharfinger 
wA'ighs them, places any damaged bales on one side, and also 
ju’epares a LandiTig A/c (s(*e p/2()9). Otic co])y of tlie landing 
ac(M)vmt is sent to tlcA brokers, and another to tlie importers. 

5., Liu;#. bi’oker's men afterwards look over the hide's, sort 
them, it neet'ssarv, aeeordilig t(.) thiektKvss and C[uality, and 
'then send in their iU'port and Xsvdnation. 

(i. Having d('cid('(l ‘io s(‘ll. Messrs. \Vh iV II. ask tlu’ brokers 
to include the' lots in 1h('ir nc'xt Sale Latalogut'. 4'his does 
not. juvessarily hW'-an that the hides \\ill be sold by' ])uljlie. 
adetion : having ('ii'culatc'd the (‘atalogue a^nong likely buyers, 
tiu' !"»rok(‘r may dis[)ose of sev’caal " lots ' fiv' |)ri\alo tre^aty. 

7, 4'fio buyers consist of Tanners, or tlie Jluying Lrokers 
acting for them, and ])eople calk'd Ifide^ Factors or Hide 
Merclgints. {»f wliom a few liuy for the banners on commission 
as agents, but most biiy^ for their own account as morehants, 
A\ith a view' to re selling to tlie tanpers at a yirotit. 

ltiis(^latod case's a ' Hide and T.<eather Factir- ' may supply 
the tarmc'i' with hidf'S, and ngirket his leatluvr for him. 

XX'liori'as tlK3 ^broker arrangc's the consignments in lots of^ 
assortment and (|uantity suitable to large buyers, th(3 factor ’’ 
earns bis liv’ing liy dividing the lots and 8Uj)i)Iying llai tanners 
witli just wliat they want {yt the j’iglit ])rico. Ify devoting all 
his time to ins}4ectiiig available stocks and assorting (pialities, 
th(' factor is jdAlc to render tlu' tanners^ good service for but 
a small commission ‘’or margin of profit : • for his labour is 
rerminerated not by one firm only,* but by many. 

A sliortage of liides, orgiify othc-r kiigi o'f produce for that 
.matter, naturally gi\ os the mercliant an opportunity to^rlono- 
polize su|)|>lies and si'll w hei» prices hav e rc^clit^l a high level. 

/ - V ' ' , 

The Contract. — At the .sale, * as eaclf bpyer has a lot 
knocked down to lum lu^: makes ty ftiark in his catalogue, 
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(^ATAL()(;U^: HIDIvS. 

% 

OUDI-Jt OK Sai.ks. a. hi 1)10 A ('(). 

1. - :i. PUliLK’ SAIJO 

2 . 1 . A^r TITK i 

LONDON COMMIOLCIAL 8 A 1 .I 0 LOOMS, MlN('lNO I 

LANE, • I 

On Thursdajj, Xoveniher 2j.s7, 19... , at Half-jiast Te)t o'clock, j 

Tlu'. follcAvin^- (looils, \ iz. : i 


4 79 (■I) in a Bulfalo llidu.s. 

70S Bags Bark. 

• 

2,901 Salh'd Capo 0\ A Cow I lidos. 

2.29 i 1 ) r V' A 1 ) \ y sal I o( 1 ^ ‘ 4:1 i < 1 < ‘s . 

29a Dia' ('hina. Ox A (V>\\ Hido’s. 

2,99S Dry Mombasa Hidos. 

I, LSI Diy 14raziliaii Hid(‘S. * 

2,900 DrysaitSM.l East Ladia 0>: A (.'o^v' I lidos. 


()u ThnvHdaj/, ^^orcnihcr 2 bs7, 19.,., at Two tt'cloci' u 

9a, 97(1 Tannod lOa.st India Hides. 

229 Paokagos Sbouldors, Ao. 

1,200 Homo 'raniK'd IF^sils. 


I Tofiipt - Deccfffher olh , I 9 .... 

Lfo Di.scounl. 

I. 'I’lic hiihlcr ill (iin.' (iiiM* .sli.ill In* dcfuii-vl f lu* Imo t p. 'vvlio sli:?U On-ii mid 

IlipTi' dd'lan; hisiuuiu* mid ro^idmuT, and pi^v a d(‘ii<»sit of 20 |vr rent if rtaoiirod, in 
part of pfO im-nl and llio (’ustoinary lot mon<_‘,\ to tiio iUdkors to hind flic bargain. 
'I'ho vendor n-servcs 1 lie right to hid by liini.s(df or InVj age^^ts, or to alter, vary, or 
withdraw .any lot oi lots Iteiore or during llie sah-, 

tl, "IW (iooda to be taken willi „11 taults and deltfets or eriaas of dof^eription 
the\' are lotted, and to he eleareil away on or before ilie Prompt ha,\, iftnl tin* 
remainder of thii puretiase-money with .a'iirokeiage of .] i^i r eenf,. to he paid by the 
Im.wr, whether brokers or not, inti^ttie hmTds <if tlie Selling Brokers, on receiving 
the Order for the delivery of the Ortods, or on tlie J’rompt J)ay (at the oidion of the 
Selling Brokers) ; and tt# re-weigtiing, reeimnting, or delivery of jiart not to be 
00 inhered a delivery of the whole, ^ 

II I. - If any of the l^>ts remain uneleared after Ihe^.'xpiration of the Ib’ompl Bay, 

the deposit money to b-’ forfeited to the Sellers, wint nno^ at any lime rc'sell the 
Goods by Fublie. or Friv;d< Sales t the loss, if an\, with inte-rest of money, risk of 
lire, wafiohonse rent, utid all e}iarge.s inei^red by lla- re s?Be, (o be made good tiy 
t.h(‘. pifrohaaers a' the sale. • 

I V. - 'I'he Goods to be at the risk of flu* Sellers un! il delivered from the Warehouse 
or until (> i*.ni. itn thik Saturday next following the I'rompt Bay, wl«iehever may 
first happen ; ainJwn ease of loss by lire, nie Sellers to lie liable for the sale value 
bnly. No allowance of interest or any payments made prior to tlie proni^t. All 
Warehouse chargeaito lai paid by tdie iRin^^er from t.lic Frompt Bay. 

V. - In the eveiftof any lot beiiiff claimed by two or more, biiiders, the same sliall 
btt put up again ; it neither (d the parties will iidvanec, the oneslion (and any other 
dispute that may arise duriilv tj^e .sale*) shall^e settled by shew of hand.s or left, to 
the dc(.’isi?>n of the Selling Brokers^ 
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^ ji;XJRACT FROJVI ‘hides (.'ATALOa HJOS. 

Prompi', — I n casos wliere proper applicatjon lias l>eon made by 
the huyors for <lelivery within the ]K>riorl of the X’l’ompt 
and tli(^ W'arehouso Keepo^rs have failed to deliver, then 
tlie goods arc to remain at Sellers’ risk and ox£)onse until de- 
li\'ery be made. Payment to bo made on tlie ])roin[)t day. 
it is partieuiarly reqdosted by the Selling Brokers that tlie 
Buyojs will examine the Bulk or Piles from which these 
8ajii})les are taken. 

J^aw Hi<l<*s sold on #,i.f. ter?ns can be taken either at landing 
or re-\veight*at fhiyers’ o})tion. The- re-weiglits to be ascer- 
tained at Buyers’ expense, aijjd the o[)ti(>n to be exercised 
within 2 days of ])urchase. 

2,2*14 If'RV AND l)RvsAJ/rKD Capk Ox and Cow 

t < 

At per Ib.^ 4’o ad \ atice Jd. 

. i)n r;.i.f., Terms, lattiding Weights. 




4’ai’o 

on the basis of 

H)‘‘o ^ 

lared. 



At ( 


in's Whai 

•f, Morgans 

lame, 

Tooley-sti 

I'COt. 




*'P 

cr " 

Utnvtmia " 

(g; (Jt 

ipe. 





V C 




1 





D 

1 1 

Bales. 


241) Hides 










ll.)S. 

each. 

Lot 

19 

67 

1 Bale ;i2 

11 Pie 

a\'y 

avg 

m 


20 

65,6 

2 

43 

1 Ex; 

ra Heavy 

,, 

2U 

,300 Dry 

SAl.TI*: 

D L 

Iast Jmdia 

Ox ; 

I) Cow 

lllDK 

s. 



At 

})er 

lb. To advance 

id. 





On ( 


Terms. Re-wciglits. 




Sample.s at CriflinAs Wharf, Morgans Tiane, Tooley -street. 

“ Momjara ” (a: CalcutUi. 

11 B R C 

K - 10 Bales. 2,000 Hides. 

Lot 72 7.‘146 1 Bkle (representing 10 Bales) 8hi[)ping avg. 5 

Bulk lying at India, Docks. 

25,67£» Tannkd K.I. Hidk^ 

At per lb. — To adyance Jd. 

Delivered^Freo to Vaq No Draft or. Discount., 

At Grinin's Wharf, IVi organs Lane,' Tooley* street. ‘ 
r Ex '' Steamer.'' », ^ 

N/M 6 Bales. 309 Hide.s. 

' ‘ ' lbs. each. 

Lot 75 50 Small. average 4| 

76 148‘Light. . „ 6;5" 
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and tlie auctioneer’s clerk does tlie sfinie )^ls. 
auctioneer is well acquainted witli niost- }>uyers, casual, 
outside firTns usually employing brokers or agents to l)id 
for them. An unknown bidder might luwe to leave a 
deposit (see Rule I., p. 375). 

I.’he contract of sale is contained irt the broker's sale book. 
Legally, Brokers and Auctioneers act in the capacity of 
agent for both buyer and seller. Pr^^im the sale book are 
copied the Contract Notes. Usually the buyer gets what is 
called a “ Bought Note,” antlPthe seller a Sold Note.” 


lUiOKKll S NOTE. 


A. iJIDE & CO., 

Rrf^kot's. 

Proprio.t.or:s : 

A. .Hiilc. H. Siuitlu 


55 Mark Laii(\ ^ 

London, 2 Ist Non oi nlxa’,*! V) . . , 
E.(;. 3. 


Messrs. H. L. Factor & (’o., ('lerkenweli, E.O. 1. 

We have this day bought ])y yt)m- ordra' and for youj* 
at’couiit at Public Sate 40 Bj South African Hides in (*5rjnioi • 
inity withjlie sale (.onditions. 

Prompt 5th December 19... . 


Lot 21 

5 

BesUiOx. li. Dry nt 

2 Id. 

„ 20 

15 

Best Heavy ,, ,, 

26d. 

M 27 

10 

11 Heavy Dry 

25d. 

„ 28 

5 

Ml Light 

17d. 

„ 30 

5 

llX^alf 

23c/. 


Y oii rs obedien tly 

Brokerage 1%. 

Lot Money 5/- 


Th» Sold I'^ote is.*similar in fc^m, reading of course : — 
“We have tins day sold” etc. 

8. Broker's Tjtvohe and AjS^—On or just before “ prompt 
day,” on which deliveg^ and payvsent are to made, the 
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broker seiiclf^ an lijpvoiee to fbo Buyer, arivl an Account Salerf 
to the Seller. 

A l)cli\ery Order ou the dock coin[)any. wliarfin^cr or 
warehouse is handed l>y the broker to tlie hu \ (u-, to -caiablc 
liirn to ^a^t delivery of the i^oods, and the broker receives 
paynient on behialf of the sellers, thus concludiug the tj’ans- 
action. * 

Without Reserve. -frVVherx' Iho seller stipulates ininiinum 
or reserve fU'ices, the auctioneer Tiiiist withdraw aity 
lots for which the liighest bfdder lias not othu’ed (uiough. 
As this })roeediir(‘ tends to discourage laiyers,* rriany auction 
sale/ aT‘e^ad\'ert;st'd '' witl^out iwserve,” which in(‘ans that 
th(' liighest bidder gets his lot, however low his offer may 
ha\e lieen. Tho seller may, however, expressly reserve 
the right to send someone into the sale* room to liid back 
any lots whicii ^Uould otlierAvise have to go at ruinously 
low p)rices See Rule 1. p. oTo. 

Prompt Day. - VViiether produce hr, sold by auction 
or otherwise^ a definite date is invariably arranged for 
paynjent and d(‘li\(‘ry, known as, “ prrimpt day/' or 
“ proiujh.” Prompt may be a day or two or a month after 
the sale, according to the customrof the trade. ^ 

Early Delivery. — With the consent of the selling brokers 
the buyer may pay and get delivery bedore ju’omjit- -see^ 
Rule IP ' ^ 

Default,' If after the sale the buyer fails to pay tlio 

amount due, he is said to be a ''-defaulter/’ and can be sued 
for breach of contract. In jiractice' the goods are sold' 
again, after due wvirning, by auction cr otluTwist^ and 
the defaulter is held liable to 'pay the diflerence if the 
secaind sale should not < realize as mpcK lie otiginally 

bid. , ft 

Capetown.” — The. sign @ a' sale catalogue 

means “from,” not “at.” * ' * « P, 

Delivery. --Wliere theubuyer purohases on “ c.i.f. terns ” 
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he I)ay8 landing charges ; }?e b(?conics hi«iself tjib irnporkT. 
The same a])plies if ho l)uys “ ex ship " or ' overside." 

If Uie sale is on landed terms " (e.g. '* Deli venal free to 
van,” or ex liuay ”), the buyer is detiited \vith no charges 
at all, provid(‘d Jk^ fetches the gr)ods within tfie time 
stipulated, if the goods are not removed within the 
period agreed, the buyer is of eourse liatile for storage. 

Weighing and Taring,--The ler?n^^"Tare on tlu'- l>asis 
of lO^bi fared ” nutans tliat one bale in ovcry xi'n is ojiened 
for the purpose of weigbiug tilu*. vvra])|)ings, and thus asetvr- 
taining th(' ♦lillVa-onee betwetm the Gross and Net Weights. 
VV'(.)ol is tni'<‘(l on tlu* averag(^ of o% of tlie*l,>Hles, aiuI tp th(‘ 
nearest lb. Dags of sugar, eoeoa, eoli'ee, etc., arc average- 
tarc'd, t)uf more can'fuily. 

In the eas(‘ of som(‘ produce a further allowanee, is made 
for h'akagte dirt, moist ui'e or ei*rors in taring, eall^al Draft 
(s(^e p. :1S2), 

Landing Weights are thesis a})pea.ri?)g on the weigTit or 
landing a/c given hy the dock eom|)any or wlnirtingcj: when 
the goods were lan^kal. Whor(‘. nu'rehandise is sold at 
Re-weights the selh*r |)a\>'. for weigliing again on dtTi\'ery ; 
otherwist^the l)uy('r is ckargcd for this sei'viee if ho wants 
it done. (Sec fop of p. TTk^ re-w<‘ights maV ditfer 

' somewhat from the landed weights, owing to drying c.)r 
absorption of moisture or other causes. * 

Brokerage. — The broker is rewarded for bis scrvietffi by« 
a commission called " bvokeraige,'’ whihli is ehargisible, 
in most trades, to ,Wuyer and seller. The pereentage variivs 
in sTfine cases with the amount of th(#coniraet, in order to 
penalise small shifunentB wliieb may give more trouble 
t han.ttiey a ry wdrth* 

Lot Mone 3 j. — A eiiargo called '' lot money ” is aj^so made 
for lotting, ctJtaloguing, etc. 'the charge ranges from say 
(5d. to 2/- per •loti (e,{ 7 . foi; Mdbs, 1/- to buyer only ; clried 
fruit, 6d. to' buyer ai^l 1/- to seller). 
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BROKER'S INVOICE TO BUV'RR. 


(Fur Fklns.) 


Telt'plioiu.' Nos- : f'ity 00 iiiivl ouu. 
Telegrams: “ FUHKIN. LONIiON.” 
(^odc.s ; A.J'i.r. 5th l•^lit.ioll, 
Lk'lK'r's and private. * 


LONDON. 20tli Oelobto-. I!)... 
Proinj)! ISt/li No\'oin|)OJ-, 19... 


jMi‘. a. W. vSniitb, Mfg. Fru'rier. 

r 

To HOVV.VKI) & liANSOMI';, L'l'U., 

^ Uarlick Hill, LoncioM, M.( ■. 

( Piiblio fSiTle ) 


N 


I.OT 


i 

ft. 

d. 


1 1 

15S 2,000 Stjuirrcl Skins at per 

92/0 

115 

12 

0 


1 1 

LjO 2.500 „ iU 

92/0 

115 

12 

0 




442 IfrO ,, ’’Sacs at eacli 

20/. 

100 

.■ 







t 






f 

£ 

113 1 

5 

_ 




Discount 2t% 


S 

5 

8 









£ 

322 

19 

l>rok<u*ag<5 D\, 






1 

13 

luot .Money at 1/0 - 




1 

1 



4 





1 

1 

£ 

324 

17 

Che<*ked by ; 

i 

5. 

S. 


1 i 



' THK WOOL TRADE. 

f 

Rriti.sli wool is^sokUit tlao 1 (k*hI fairs or auctions at vji^’ious 
provincial ceutros, and some is supplied 'direct froju the 
fanner by private treaty. The houio (*lip is, hou evov, small 
cuiupared witli fhe quantitfes importotrfi’otn the Cbjonies, 
boiith Aiiiori(*a; and tlio liTast .Jndie.s, In the new (countries, 
where land is ciieap, the breeding of sheep •imiLeattle is done 
on a far larger scale than in this country, mid hf very differout 
metflod.s. * , ‘ t " 

In Australia and New Zealand the ^slieeV , fanners, or 
'‘squatters as they are tilled, allowUheir sheep practically 
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to run wild on tlio station, ca^^h Ijt’eeder's fl^ek boiii]!^ identifitHl 
by the shape oftihe ear^rnark ” or incision inacle ih tlio tij> 

' of the animal’s oar. 

When tlio shearing- season comes rouiKb the sheof) are 
cauglit* and impounded. The clip is sorted or classed according 
to cpiality, some of it is scoured {i,e. partially cleansed) and 
then it is loose baled for trans|)ort. Most of the wool, Ijowovor, 
is baled in tbe grease, just as it coim?s from the shet^j). (In 
11M8-20 of all the wool imported from Australia and Neav 
Zealand 110 '/o was greasy against 10% scoured). 

Tlie greater part of the (hlonird (dij\^i.s dispostnl of at the 
Colonial Sales, ddie s(juatt(u’s consign the loose' bitles'to stalling 
brokers at the wool t)orts, anti the sales are attendi'd by 
local buyers and tlio represenrativH^s of s]:)inMers and others, 
soTuo being seift out s})ccially to tour from one j>ort to another. 
Thus one buyer may go to Miilbourno, (hielcvng and<J\del^i(le, 
another to Sydney ami Brisbane, #tc. * 

There is a certain amount of .spcculiitivo Imying in tlie^ 
Colonial Markets of w ool wliicli is senl^ to London to lie put 
up again at the Wool lOxchange, and dealers Ihmo occasionally 
take advantage of an upward tendency iji ju ices to buy for 
re-sale. ♦ 

Idle Colonial Ihlriks do a largo- amount of ('(^rsignmetit 
})usiness, Vmt still more is iindertaki-n by the AustAlian 
Merchants, wdio have themselYes at times become considerable 
holders, by lending the squatters money and being forr’ed to 
foreclose in bad times wlron the advan(-os could not be repaid. 
The shipping docunu'ifts arc endorsed and liandtxl to tbtf bank 
or merchant firm, wire a.d'> ance the farrraa' part of the value of 
the wH)ol ift once, and pay him tlio balMiice, less Iheii; com- 
mission, exyreiif^t's and interest on. the loan, when tlrc.y •i‘ecei\'e 
the proceeds from tlieir Irraiudi ^)r agc'iuy in London, ddie 
•banker or mer-chaut tlms acts as commission agent, and, with 
the liolp of Iris correspondent here, fulfils the Tunction of both 
oxportoj^nd iTaportor. * • . 

Whether the imf)orter be a hank or a nKa'chant, t\w wool 
is almost invar-iably disposed of T)n the W ool ExcViange by 
• public auction, thoi^h some is sold by pri\"ate treaty. On 
receipt of the sbij)[>ing documents the importer c^lcjars the 
goods, and lias tlTeni landed eithei* at o^ie of the .wareluaises 
under the P.L.A. or at «i private w-ool warehouse. 'riie 
importea- gives the selling brolfcr a aampiilxg order on the 
warehhuse peif^do, who draAV a 1 lla sa.nq)1e from each bale to 
enable the bre^^er to grade the consignment in saleable»‘' lots ’’ 
and to send theSmp^rter a report and valuation. 

The broker n^w offers the vt¥)l for sale and catalogues it. 
Meanwhile the Tjiarffnouso peoi>le re-pile the bales in accordance 
wirti the lotfing, and f)ut them o»r show^ in tlib warehouse, 
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Av^.iere pro'sQOctivef buyers gt) ii> order to exainino the wool, 
and ostilnate what each lot is worth before Hhey attend the 
sales. 

The dates of the London wool sales are arranged by the 
Colonial Wool Merchants’ Association. The Buyers are 
spinners, top -makers, manufacturers and merchants from 
Bradford, Ihiddersnold, etc., wlio buy directly through tlie 
CJhair or througli a buyxnff broker. The ):)uyor usually limits 
the broker in price to so many pence jier lb. for the wool 
delivered clean at his works, rel>dng on tlie broker’s exfiert 
knowledge to judge wt^iat the not yield will be. 


BROKER'S INV^OTCE TO BUYER. 

^ (Colonial Wool.) 

TplB«ra [>hic Addn'ss : 

fi “ Wolbrok, Ave. J.ondc/n.** 

Teh^pJione, London Wall, iOOO. ^ r / ox x 

C, ( imnnnt Street. 

J’artnors : 

A. B. Wooiioii. London y 4th March, 19... 

0. Brocdc. „ 

il-fessrs. A. Topp & Son. 

To W0()LT;BY k BROCK. 


For Twenty Bales of Wool Bought at PuhUr Sale 
this day. ♦ 

C'lieqncfl to the Order of Woolley A’ BAx'k. 


Loi. j Hales, j Tare. 

* 

Gross. 

i Tare and Draft. Net. 

1 

i 

0 

20 ! 12 


:i ) Sf 

i 1 1 . i: 1 

j I L, 01 1 - 

!.! 


Draft 1 Ib. iier owl. 


, ! 





1 Samples 20 at. 



I 



j t Jess Jrd 

j 




1 

j Lot Money 

1 


! 


1 ** 

1 

I 

.j 



Prompt Mh Mareh, V.p .. 

•■J 1 



E. d- O.E. 

1 

I 







« 1 


.£i28 
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BROKER’S ACCOCJNT SALIOS TO IMPOirPEK. 
{Colonial Wool.) 

Account Salcn of Ei<^hly-one Bales of ]Vool e.c 
“Gorgon” @ West Australia sold by auction on 
the 2 n(i March, lU... for account of Messrs. T. M. 
Portei' cV Go. lii 


Lot. 


London, Vih Morclt, 
r. iC o.e. 


Lales. ; ^ htrt. 

Oi'ihiS. 

Tan: and Craft. 


.W’tLhs, 

I’rlrt. 

. 

' i 




A j 


■ ■' y 

i 

12 , I; 13 

:iGi 2i 1|' 1 .2 1 

1.2 

24 ailfi 

3008' 

17 i 

284 10 2 

7 : 1 ,, 

31!lli 411 1 3 ; 

21 

20 ld1| 

2270 

1(5 

151 18, 8 

3(5 ' ■ ,, 

8i: 2 10 

V ii 

2 

78 8i 

8744 

151 

• ,5(54 14 4 

30 Mural 

G:l! 2; 8 



01 -;i2j 

0844 

15“ 

427 15 -- 

(5 : ■ . ii !! 

18: 120 


(5 

17 2;14 

1074 

14 

115 3' - 

0 ■ \ ■ ' i| ,, 

28 ;{;27 

1 1 - 

25 

27 ;}' 2! 

31 10 

131 

101 10: 7 

1 1 ^ i! ,, 

2| -i24 


15 

’1 

34.5 

13 

18 13, 0 

81': !i t 

25 li 2' 10 



10 ; 2 ! 

22 

242 :5!io' 

■ i 

27204 


4:1,725 3 (5 


S<(.iiifiL.-t 81 ill 15i(/. 


■ : !• 

£5’ 2 

"0 I 

i ) 


less ird 



1 14 

3 j 

3 8. 0 





' i I 



1 £1,728 12^ - 

Frei<M o'. Igrf. 



£ 

184; 3:101 


1 

1 : 

lYimnyi’ 






; 

' * 

Internist t»i do. 




']8' 5,' 


' ; 


Fin: Insnninvf 




1 4 7i: 




lVrtr('//0M.s7! f,7/r/%(’s 




513! Oi: 




Snk E.rprnses Ctd. pi'r 1>/* 




2 ' Oi' 



i 

Brokmiifc, 1",, • 




17 5- i' 

) 


211 5|10 


i:i,5j7 (i; 3 
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’(V'OOL CATAtOGUE. 

(Priced Copy.) 

No. 2. 


SOLD BY AUCTION 


^ VVo<;*L Exoiianoe, 25 Coi.eman Street, K.C. 
On Wednesday /2nd March, 1921, 


The following Goods, viz. : 


*'232 Bales New South Wales 
26^' ,, Queensland 


Wool. 


942 

200 

88 

996 

10 


West Australian 
South Australian 
Tasirianian 
New Zealand 
Sweepings 


2734 Bales &. Sweeinngs in hulk. 




' CONDITIONS OF SALE. 

4||- 

, 1. — ^he highest bidder to he the purchaser ; and if any dispute arise between the 
bidders for any lot, it shall be decided by the Broker, unless one of the claimants 
will advance, in that case tiie lot shall be put up again. 

2. — The goods to be weighed off by the warchonse keepers and taken away by 
the buyers at tbeii own expense within fourteen days, ^"dth all faults and defects 
of wliatever kind (including defect or error of description). One Invoice to lie 
rendered to each buyer lor tht whole amount of his purchases, and deliver>^i*o he 
given not later taian the seventh day after the day of sale upon payment of the 
invoice in full, or, if the- same be not then ready, of an estimated equivalent sum, 
in cash, or Bank of Engl.md Notes, without discount. ^ 

3. — The goods to be free of rent, and at the risk of the vendors from Arc, without , 

reference to any payment which may have been made by the buyer to the brokers 
until Six o’e’ock p.m. of the tliird day from the expiration of the prompt unless 
previously delivered from the warehousts, and should any be de^tfoyed or damaged 
by, or In consequence of flro during the above-mentioned period the contract 
for such portion is to be cancelled and rni»^ money paid on account thereof is to 
be refunded. ' c 
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4,- Tlie buyers to fay the brokers one shilliuK ])er lot, and to deposit £2') ikt 
" cent, (if rei(iiirod) at any time duritiK or after tlie Sale. 

r>. Ami if any lot or lots remain uncleared after the expiration of the said 
fourteen .days, the bef(jrp-rneidioned deptjsit to bt*. absolutely forfeited, aiul the 
buyers to be further subject to all loss and charges that may accrue on the re-sale 
thereof, which it sleill be at the option of the brokers to eff(a*t, either by public 
sale or jnivate contract. 

<». -If the weigbiiig, delivery, or receipt of any lot. shall V)e delayeil or prevented 
I l)y reason of a geuciral or partial strike, of worknu^, thi; respeetive periods undtsr 
t.iiesc eonditions for weighing, delivery and receipt of, and payineut for tb«‘ goods 
sbalJ be proportionately extended for sueh period as may l)e neces.sary not exeeeding 
the 2Sth day from tin; date of sale. If at the expiration of such 28th day the 
weighing, tlelivery, or receipt of the goods is, and shall have been, prevented by 
any such strike, tfio contract of sale shall as respects ui#lcliver(!d g^mds be annulled ; 
and all payments (if any) made by the buyer for .sucti nndeliveiwl goods shall be 
repaid to him. If, however, a Delivery Order shall for 72 hour.s (exclusive of 
Sundays, or Itauk or Vublic Holidays) btve been ij\ the ]>osscHsion of the buyer 
or lii.s agent, delivery as betweetj buyer and seller shall bo deemed complete. Jf 
delivery shall, from^hti eans(‘s speeified in this Condition, be delayed or preveiited, 
the charges oii the uudelivmed goods sliall, during sueh extended tin*\ be bortie 
by tljo seller, and unless the buyer shall have made defawlt in taklhg deljj^^ery, 
the undelivered goods shall be at the seller’s iiJIk as regards daiuagi' or <fhstruetion 
by tire until 4 o’clock in the afternoon of the 31st day computed from the day 
of sake •' • 

Tiiro as s])oci5o(l. Draft I lb. ]>er cwt*, and no other allow - 
ance whatovor. '' I 

At per lb. to advattee }//. until the price ft* iOd. is i^acbed j 
and 'after lOd. to ackvanco Ul. 


At Messrs. I^rowne & Eacle’s, Limited, 

22 Leman Street. 

!^]x (bTi'gon, (al West Australia. 

liOt. Taro, llts. Mark. Bales. d. 


^Ireaso AAA coinltin^ 

1 

12* < Mural ^ 

\ / 
\/ 

12 

17.J 

AA „ H 

2 

• 

7 

16 

• »> )» >• 

3 


26 

16i 

M A 

4 


20 

15 

,, A A fleece 

5 


6 

14 

>» A ,, 

6 


9 

m 

„ BB combmg ^ 

7 


1 

1*3 

„ . • 1 


M.T. 2 H 
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[Market Report from daily preffs.) 

WOOL. -At public sales two catalogues were submitted jointly 
totalling bales, and comprised 1,974 New South Wales and 

Queensland, 2,072 Victorian, 753 South AiLstralian, 740 Western 
Austndian, 379 Tasmanian, and 23,188 New Zealand, About 3,000 
bales “ free ” Punta Aremus also came under the hammer. Competition 
showed slightly more animation than has been the case of late, and 
withdrawals less frequemt. Now South Wales and Queensland scoured 
merino combing 13rL-35(?;, greasy merino 10irf.-19</. ; Victorian scoured 
comeback 2id.-2bd . ; New Zealand scoured merino l»ellies SO^rf., greasy 
cross-bred 9d.-20rf., slipe cross-bred Qd,-lid. 


Withdratvals refer lo Jots withdrawn from the sale because 
the bidding 'has not reached reserve prices.” 

Slipe is wool taken from skjns. It is sliped ” off the skin 
with a blunt instrument. 

PROMfT is fotirteeii tiays from the sale, on*whicli day the 
buyer roieives a l)/0 in exchange for his cheque to the selling 
broker,' who passes the latfbr on ivith liis A/S to the importer. 
The buyer can, with the selling broker’s consent, get. early 
de^livery, hut he has to |)ay on delivery. 

Immediately*. after the sale the selling broker issues a 
Brriced Catalogue, which importers send oKt to their colonial 
frietids to show^ what the various shipments, including their 
own, have realized. 

The London Sale Rooms — The principal commercial sale 
rooriis ill London are : — 

(1) The Commercial Sale Room, Mincing Tjano, fo*i’ dried fruit 

and grocery, sheep skins, hides, dyeing and tAiming materials, 
tallow, rubber, etc. t 

Medicinal and chemical produce also centres round this 
vicinity, but is disposed of chiefly through brokers by private 
treaty. * " 

It should be noted tn connection with the produce 
referred to above, that prospective btlyers may inspect th^ 
lots in bulk at "the ‘wharves or warehouses where the^ have 
been landed, pr they may seb samples at the sampling 
rooms attacdied to the bi o£er*s offices-. * , ‘ t 

(2) Pwldinq Lane for oranges, lemons, jAapfIs, nuts, onions. 
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CRKEN FRIHT fUTA LOiilUE. 

FOR SALE JiY AUCriMON 
(Unless Disposed of Privately) 

BY 


At Monumknt Rijtldjngs, 

This Day, Monday, Dec. 23, 10..# «/ Klevm a.m., 
"Lhe following (Joods, vi/. : 

5000 eai^es |-(iaso.s Denia & Valencia Oranges 
2000 small l)oxes Denia & Valencia MandariiK'i^L 

007 boxers Palermo <fe«Me.ssina l.(T>inr)ns. 

8 Ijags \"nfa Nuts. 

Kx Pena Payra <('• C%rea, 


Conditions of Sale as exhibUed in the „ Sale liooni. 


SIM'X'iA I. CONDITIONS. 

Wiiiylil. of Orant'cs aiul T.ionoiis arc those of “ On Show ” packages ou^, and 
arc given a.s approxiinahdy indicating the av(!rage wtnghl. of tlie, parneJ. 

Ill tile event of any On Hliovv ” package being lUll'ererit to schedule weiglit, the 
jiarcel will be soM at per cwt, or lb. (as the c.o,se may be). 

Should tlie Jbiyer dispute the weight of any parcel before taking delivery, 1 k' 
sliall be entitled to liavi^ it grilled. 


^ 23rd December. 

On shew packages must bo cleared 12 noon day folloAviki^ 8al<\ 


otberwi.so additional ebart^es will bo inevurred. 


Import Mark 
or Brand. 


Bautista 
Anphes 
ex selected 


420 

7r4 


OBAziA Arena 
Bulls head 
NewKVCtiOO 


cases 
_ 2 
w 


I)p:nia Orancmcs, ex Pena Sayra. Kow Tianding 
Mark* Brown’s VV4iavf. 

Some '*(Jases Dani'p, 

Lot 0 *00 •kCxOxC 

1 2 ox. Irg (1) 

^ 

Palkemo & Messina Lemons, ea; Corea. 
Middlitgn’s Wharl. 

Truck No. 145,038. 

L LL xL xL xL boxes. 

4 /1 * 30 

47^2" - “^0 

. 


473 


30' 

30 

. — *_ 
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f’RTf'EI) CA'I^-M.OdUB. 

HOLD nY AUCTION 
(Or Disposed of Privately) 


All Goods Sold subject to Delii^cry. 

Todos los l^otes ostan Vendidos snjcto a Eiitre^i. 



^^EiiA Gbape.s, ex Anglier. 


( More 

! or /c.v.9 rain ehmip tb ore stained) 



barrels. 

Legitim A 

/ 

IfiO 
toi 

30 


4(12 

on shew 2 


( 

Knrtque 

A Gnu RE 13 

Ex Lcnvthex Cdfillc. 

463 liftwl 1 

40, 

• 

Vat.enoja Onions, Ex J>(od)ighsfiire. 


M A DUF.R V 
VAEENI’IA 
(‘tovvihmI lli'jul 

' cases 

0(13 0 

« 

3.5/ 


()04 * * on slu‘w i ^ 

34/ 


Yitfa Nuts, ex Hail. 

C " 


SHA 

l)ags, at per cwj 

OOf) ‘ 4 



00^ ' 4 



^ r 

(3) Wool Exchange, Coleman Street, for Colonial wool. The 

River Plate and Dast Indite cjips go t^ Liverpool. 

(4) College Hill for fur skiKia. 
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Brokers ani Factors. — fiyiction of the brok^.r is to 
put buyers in^toiTth with sellers and arrange bargains 
between them.*, Iif practice he does much more than that, 
usifally taking charge qi the ccftlsignments as they are 
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received rat 4 he dohks or wfiarvks (brokers ^equently have 
wharves of their own), sorting and lotting the goods and 
generally preparing them for sale. The importer in. many 
cases gives the broker the bill of lading to enable him to 
attend to the landing of the goods. 

The legal powders aiid duties of the broker are different 
from those of the commission agent, though both are agents, 
(a) The broker’s duty is to put buyers in touch with sellers, 
and to arrange contracts between them in accordance 
with their instructions. He jLs agent of both parties, (h) 
The broker as such may not act in his own jiaVne, and is not 
luraSelf -^.lable on' the contrqcts he arranges. He acts in the 
name of the buyers gnd sellers who employ him, and if either 
party fails to hilfil his part of the contract he must do all 
he can to make the defaulter do the right thing ; but if it 
copies 'to legal proceedings the broker ^cannot sue in his 
own/ttauK?, but must appear on behalf of his principals. 

On the other hand the commission agent has the powers 
and duties of the class of agents known as “ factors.” It 
is thoduty of any sort of agent to obey the expressed wishes 
of the person who employs him, but in the case of a “ factor,” 
who if^ entrusted with the possession of ^oods, (a) any 
contracjt he may make in, respect of such goods, though 
contrary to h\^ principaTs instructions, is as valid and^ 
binding as if it hacl been made with the conscyjt of the 
principal, (b) The factor may act in his own name, is 
personally liable on the contracts he makes, and (c) can 
sue in his own name. ^ 

In the early days of commerce the broker’s functions 
included that ni interpreter. In the Middle Ages he 
occupied a position of • considerable ' dignity as a state 
official/ and was forbidden to enter into any commercial tran- 
sactions on his own behalf. As recorder of the merchants’ 
dealings, he was considered to he unbiassed, and his word 
was accepted as evidence. 
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In the ease of produce of •exotic origin •the tljgtiijy of die 
broker still remains, and although he does his best for 
importers and assumes that the “ buyer can look after 
himself,’' his dealings are quite open and devoid of any 
suspicion of trickery. When acting in his customer’s name 
lie is not, as has been said abovef, responsible for non- 
payment, but in practice a broker would not be lik(>ly to 
let his customer down.” ^ 

The name of the other party is not al way:? revealed to 
the broker’s client, as will bciseen from the Boughi/ Note on 
p. 377. And frequently produce brokers exj)ressly.^uarantee 
payment to the buyers, a service for which tlu^;^ clvirge 
the importer an additional percentage (say i%) called 
“Guarantee.” / ^ 

Tile present function of the liroker in some braiudves of 
trade is very different from what it was (Ttiginally.# Many 
are in the habit ol: dealing not only as intermediaries lAit 
as merchants dealing on then own account, in which case 
they may be termed merchant brokers. 

The Utility of Intermediaries. — By employing a l^roker 
the importer is relieved of the anxiety and expense of finding 
buyers hmiself, and the 4)roker’s expert knowledge of the 
goods and the requirements of trade enable him to value 
•the goods, sort them into lots of suitable quality and 
quantit^and sell to the best advantage. \^ithout him thcj 
importer who was. not specially equipped for the intriTjate - 
work of distribution to buyers (who often *know more about 
’ the goods than he * 11008 ) would have to employ salesmen 
to calivas buyers, and a staff of expefts sor^ and value 
the consigmnents, m addition to securing ^help in landing, 
warelv3using gnd*deUvering gooSs* 

The .Broken; is ^ble to render these valuable services for a 
small percentage, because his efforts are not confinq^l to 
one importer’s* consignmefntS * ho works for many ira- 
pofters, and so finds regular em|floynient, Similarly, the 
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VVarehoufe^ci^ian imikes his living on reasonable charges by 
storing large quantities, and making the /ullest use of his • 
premises and his servants. 

The bioker is not always the last intcnanediary between 
importer and eonsumtrr. lm])orted foodstuffs are mostly 
purchased by the? vvluya^sale dealers, who supply the retail. 
Wool and (Vdton a.re largely bought by spinners direct, but 
hides, fibres, ehemiyal, and much other proclnce used in 
manufacture are bought on the juarket liy intermediaries, 
known as agents, factors or merchants, either on (commission 
or at their own risk as merchants. Eacch has his s})eeral 
function r and ei?rns his liying by (a) assuming the risk of 
buying in large quantities and retailing in small assort- 
ments, or (h) rendgring expert assistanecc in purehasing 
just what is requinHl, or (c) hel])ing his eustomei's 
finanxckjilly. 

KXKHOlSFi li. 

1 / What is a Fair ? ( dvo examples. 

2. ' hN|)lairi tiie general methods by wliicli ])rodii(*e, as 

distinguished from manufactured ^oods, is usually dis|)()sod 
of on the wViolesale markc^t, aiic' mention the names and 
describe the ebaraetcr of tlie doeiiments canployed in this 
connection. , (S.A.tpc.Tl.)^ 

3. 1 employ^'a broker to sell for* me seme dried fruit wliicli 

ill tlie course ef my business I Ir.ive imported froimt^alencia. 
After the sale my lirokta* sendsS me an Aecouiit Sak^s. Explain 
the funetions of a broker, and the exact character of the account 
sales. ^ (S.A.cc.TI.)r 

Note.- The |irpecdure would be similar to that det^ribed 
in regard te hides, but raisins and currants aie dutiable. 

4 . Tn what 6onnection f\o bought and' sold notes arise ? 

Draft a bought note and sold note ifi respeet of an^ com- 
modity -with which they would be used. (S.A.tpc.UI.) 

(a) Describe the proegdjire followS^l by an Australian 
consignor of wool to the London \^ool sales? (U.L.C.tpc.5.) 

(b) By wli'at other methods is Golonial wool disposed of V 
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6. (a) Alexandors <?t Co., Wool Brokers, setl by owier 
and on a/c and jvisk of ‘‘ Pontifex R(*es, ex ‘^Jk^fidigo (r/ 
Australui, the following w'ool 

larky. latfc. Jtaloa. l.lr(>a.a wt. Taro uliil «lft. Net wt. 

r. ijr. lb. r. qr. Ih. c. qr. 11». 

, . 89 25 89 2 4 3 2 0 80 9 4 at 2.s. 2(1. 11). 

\ " 90 28 101 3 2 3 3 15 98 0 15 at 1«. 11. W. lb. 

I.S.C. * 


Set oni in pj'oper form the A/S (A'./h The eandiilate is 
iiiinself to specdfy tJie various ('harge;^ likely to be dtiducd ed 
from tlic gross j)roeeetis, and to allot jiurely amounts 

for eacli item, showing tin ally the net proceeds.) 

Supposing Alexanders ^ Co. had sold the wool at their 
own risk, wluTt charge would you include in Mjo vV/S tliat you 
do not include in tlie above ? (if. If.) 

7. Differentiate between: Lande<l wa^ights and re- weights; 
landed terms and c.i.f. terms ; brokerage and lot money ; 
i)/() and D/VV ; Ta,re and draft. * 


8. Explain '‘ Without Reserve," ‘‘ lh f»*in)t l>ay^“ l)e- 
fanlt," “.Early DciJi v(M*y," and " Pric(‘<l Catalogue." 

(f - 

9. What are thc^ disVincti\e functions of a mei’chaiX aiah 
of a. br<>k(a' ? lllusti ate your answer b,; r('feronce to any 
wholesale mariiot w ith which you are familiar. { LJ.Jj.(.'‘.t|)c.4.) 

10. What is the dift’erraiee between a factor and a broker ? 

(S.A.tpc.lll.) 

11. (a) Nan^o some of the itejns that would ap^ij'ar in a 

broker's invoice ot* sale note, that would not ap[)oar in a 
factor’s invoice, "to what class Vf the mercantilx? eonimujiily 
do factors and lirokers belong, and what n:eneially is tlieir 
f LI net io:^ 1 1 coi ni n erce ? ( S . A . cc . 11.) 

(6) State the utility of i lu o ri ij oi i utnos gin loraJly in coimoction* 
with the produce markets. , 

12. Name six |)i%(luce markets dealing res))ectively witli 
fish, ♦furs, grape^, meat, potatoes anti raimns. State t)tluir 
foi*ms of produeo bought and st)ld on the partictilar markets 
you name, and describe rohghly Jlie method^of dealing apf)lied 
to eaph. 
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{(Jonlinued.) 

^ What Goods are ^old by Auction ? — The inti'oduction of 
the auction sale as a# method of disposal of imported pro- 
duce has been attributed to the Dutch East India Company, 
who on«e held (T monopoly for the importation of spiccvs 
and ^ther commodities from the East Indian Archipelago. 
At the present day the coffee imported into Holland from 
Java as colonial tribute is sold at the alternate monthly 
auction sales held by the Nederlanflsche Handelsmaat- 
schappij at Amsterdam and Rotterdam, for government 
account. 

Whatever its origin may have been, tne auction metnod is 
used by merchants for the disposal of enormous quantities 
of produce. Its importance has doubtless declinei^o some 
‘extent owing to the increased volume of direct trade 
between home merchants Or users and producers overseas, 
but it still forms one of the principah channels of distri- 
bution, particularly iii London. 

A similar but pot identical method is now adopted at the 
Java and Sumatra tobacco sales at Amsterdam aqd Rotterdam, 
where buyers tender their offers in writing instead of bidding 
by word or gestures, as in the' auction proper. « 

Generally speaking, the auction method istfavourable to 
the seller, ahd the advantage to U' derived’ from it' is 
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proportional to the local iihpoAance of •the Sr^e’^ iporn a?i a 
centre of suppfy and demand. The more business is con- 
centrated there tlie more lively will be the bidding, and by 
no other method can the importer dispose of his consign- 
ments, and receive payment of the proceeds, so quickly. 

Manufactured articles seldom malxo ilieir first appearance 
on the market by auction sale, although second-liand furniture 
and articles of value, sucli as paintings and j(3wols, are commonly 
sold under the liammer, ^ > 

Cheap manufactured goods are, howover, oiicasionally 
ilisposed of by auction, and at some places (c.f/. Now York) 
JOuropean manufactures imported from overseas On consign- 
ment reach tlieir ultimate destingition by ^¥ay of the auction 
room, * 

* • 

Reference to the list of London auction rocuns on pp. 386 

and 388 will show the kinds of produce which are commonly 
sold by aucticfn. ^i^^ish is also sold by auc^on at th® coastal 
sales (usually by ‘‘ Dutch ” auction), in order t/^ get ft 6ut 
of the way as quickly as possible, yet at a fair market price, 
in general the auction proper is applied only to such 
produce as will ke«p long enough to allow brokjCrs to 
catalogue and advertise the sale, and secure a good 
attendance. ^ * 

Produce Exchanges, — The Exchange may be dolined as 
a permanent, organized meeting place for those engaged 
in conji^erco for the purpose of negotiating any sort of 
business transactions. 

The origin of most exchanges Is to be found in the custom 
of business men meet at a certain place — in a certain 
street for instaiK^e — until they, or sotne 6ther ^enterprising 
people, have seen (it to provide better accommodation by 
the crectiont of an- exchange building. In old Ix)ndon 
certain coffe^) liQiises became the habitual resorts* of those 
engaged in shipping, marine insurance, and dealii^gs in 
company shsj'es.* Ix>mbari * Street and Cornhill have 
alteady been referredHo in tWs connection (p. 129), 
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The ori^uii of tfii> word Bourse* now used all over Europe 
to denote an exchange for eonnnercial, dealings (Fj-. 
Boursej Cer. Borse^ Sp. Bolsa, etc.), ts derived fr.om a 
sejuare in Bruges called “ de Bursa ” afte^r the name of a 
Dutch family of brokers resident there in the fifteenth 
century. • 

In the smaller commercial centre.s one building commonly 
serves as an exchange for dealings in stocks and shares, 
bills, ehart(^i?ng, marirn^ insurance and produce ; but where 
the volunie of l)usiness is ^i-eat, we find the different 
classes of business tend to diverge and find sc'ftar’ate accom- 
mod^ttiop* Idius^in Londo^i the BUx'k Exchange is confined 
to dealings in marketable securities, bill brokers meet at 
t^ie Royal Exchange^ in which building Lloyd'.s (marine 
insurance) also have their premises, and shipping business 
is trarwjacted at the Baltic Exchange^ while separate 
exMianges, exist for dealings in various kinds of produce 
* and minerals. Tlie principal produce exchanges in London 
are : ■ 

(1) r/<c Battle Exchange in Ht. Mary A!\'(> (referred to above) 
for iinpoi ted Cereals, Tiiiibei*, Oils, Oilseeds, etc. 

(2) The Coal Exchange in l40wer TViaines Street. ** 

(M) The Corn Exchmigc in Mark Lane, fof Coin, Floin*, 
t'odder, I’eas, etc. , 

(4) The ilotne and Foreign Produce Exchange at. London 
Bridge, for BacoA, Cheese, Lggs, Ham, Lard, etc. 

(5^ The Hop Exchavge, Southwark, for lfo|)s, Fjgg^lfl^te. 

‘ (6) The London Iron and Ble^i Exchange, Cannon Street. 

(7) The Metal Exchange, AVliittiingtoii Avenue, for Copper, 

'tin. Lead, and Spelter. ^ 

(8) Mincing Lane (The Mincing Lane (■oinnier(;ial Sale 
Rocuns, Ltt^,) is *tbo *inost important ccntit:> in London for 
cx(jhaiige dealings in other produoo, such as Coffee, Sugar, 
Rice, Jute, Hem])* Rubber, etr. Auctions art also held .there. 

(9) The Timber Exchatige^CmmoTi Stre^;. • ^ 

The London Wool Exchdncfc is an ayction room. Th.e 
Cotto% Exchimjes of Liverpool and Manchester have a world- 
wide reputation, and the Liverj^ool Produce* Exchange for 
provisions is next in impoftance to JbWb London markets.* 
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Exchange Dealing. — An esse?jtia] difftirenco^bbtAveen ^ho 
produce oxchailge and the ordinary market or fair should 
be noticed in the fact that goods arc not deposited on the 
exchange. Exchange dealings arc actually conhucd to 
staple commodities which are in cotistant dcjuand, and it 
is essential tliat buyers and sellers^ shall be able to agree 
there and then as to the value of the produce they contract 
to buy and sell. 

Qualities may be determined by sellers exhilnting samjrles 
on the exchange, as they do jin selling corn at Mark Lane, 
where l)iiyers are allowed three days after the sale to ins])ect 
the bulk and (iancel their contract if the 3 .'» find the (pndity 
not up to sample. But it is not always either ])ossible or 
necessary to take actual samples fVomJhe bidk. 

\Vher(j produc(> is sold before it arrives at the port of 
destination, the ([uality may be ascertaiTicd by nutans of 
saihples taken from a previous crop, or from 1-he^/^arly [)}d't 
of the present crop, known as standard Samples or “ Tshoe."' 
It is usually ne(;essary, in the case of seasonal produce, to 
take several types to^ serve as a basis for the assortment of 
different <pialitles or Giades.’’ In other cases the (j uality 
n]ay be c^etermirieci by u description based on a rh^niical 
analijsis, or on\he relative volume and weight of the jkoduce 
•and other characteristics. ^ 

Methods of Grading. — The grading may be* done privatefy, 
as betwS^i buyer and seller* or ofllciall;^ l)y the cio-operation 
and agreement of all mjcrcliants and brokers on the 
» market. 

system of grading, however, is of any practical use 
for exchange dealings unless the standards are sufficiently 
definito and wefl-kno>vn to allow'x)kdisputes\)eing submitted 
to the arbitration of brokers. If the quality is, inferior 
to standard the^bujjpr is awarded an allowance off the price ; 
but if it is superioi; to staadald the seller cannot claim any 
mcffe money: * . y “ 
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Coffee, iwjkiom, • tvheat, maize, jute, hemp, 

cotton and rubber are all commonly graddtl according to , 
standard samples. Sugar may also be graded by analysis. 

Coal may be sufficiently described by mention of the 
size of the screen and the name of the colliery whence it 
comes, whereas pig-iroti and non-ferrom metals are graded 
by analysis or assay. Phosphates, nitrates and ores 
generally (which are not officially graded) are valued on 
the basis of Sh analyst’s report. 

Eggs are graded in some c«ses according to size, and in 
others according to colour. Bacon is commonly described 
by ^ctoiiy trade mark or Jirand, and a grades referring to 
leanness or fatness. * 

In the general intei;jcst of merchants and agents concerned 
in eac;h trade, the qualities are usually standarized by a 
Grading Authority Committee, or a local Association. In 
tlfti case gf. North -American Cotton, the types arc fixed 
at e^!'ch liarvest in conformity with the American standards. 
Wheat from the U.S. and Canada, and Bacon, Butter and 
Cheese from certain other countries a^c graded according to 
quality and weight by government authorities at port of 
shipment, who give an Official Certiicate. * 

Possibility of Grading. — Though the coifntry of origin 
is always of interest in describing foreign produce, further* 
grading is not always necessary. There may be no assort- 
meiffc of qualities other than that resulting from^e place 
of origin, as in tKe case of* iSspa^to grass, coconut fibres and 
chemical produce. # ♦ 

On the opier hand, it is not possible to grade all prcyduce. 
Tea and uyine have to be tasted ; attempts have been 
made to grade tea, but w^lfout success^ Tobeaxo, vmqj, and 
(usually^ hide^ must be inspected in the bulk, as the quality 
may^ vary in each package or bale, md %\ich things as 
raisins, currants, nuts, etc.,*doutd not be gained without 
at any rate the use of sample. 
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Owing to tlio difficulty of' determining qualities the 
kinds of prodiibe mentioned in the last paragraph are not 
sold on the produce exchanges. As a general rule, coin- 
modities which have to be sampled or viewed in bulk are 
sold (a) by auction, (b) by private treaty, or {c) if perishable, 
on the municipal or other public fo^d markets. 


THE COAL TRA.'-^E. 

There are four kinds of intermediaries engaged in the dis- 
tribution of coal from the collieries to consumers : 

1. Retail Coal MorcTiauts ; 

2. Coal Factors ; • 

3. Bunkering Firms on the c*,oast ; and 

4. (hal Exporters. * 

ft 

It is estimated that- the I^ondon i*etail Coal Merchants obtain 
about two-thirds of their supplies direct from the collieries, the 
I'Oiuaining third being purchased froju coal factor^,, whose 
function may bo compared with that of the wliolesalers \v'ho 
su|)i)ly the retail in other branches of trade. ‘ 

The Coal Mercliant receives his suj)plies at a depot con- 
sisting of a railway siding or “ wharf,*’ [)rovided by the railway 
company, who eliargo rent at a rate per square yard of storage 
H]>ace. Idle larger nu^rebauts, who have the means to commit 
themselves t-o take a (tonsiderable toniiago per month, purchase 
diipct frohi the collieries b/ contract, thus getting an advantage 
in |)riee. Wdiat they do not got V)y conti act they buy »at short 
notice from Coal Factors whom,, they meet on the exchange. 
d''l»e small merchants, on the otlier hand, are obliged to go to 
the factor for all their supplies. ’ 

The Iv^yger CV)al Mercdiant^ have their*own railwaiy waggons, 
elearly marked witli name and number to^ enable the railway 
officials to see that they are nK)ved about as directed and 
3 *eturned to the proper siding. The maintenance of waggons 
is undertaken by firms of 'Waggon Repairers wlio work by 
contract, say £7 truck per annmn. ' Other M‘?rchants and 
Factoi's hire waggons of Waggon Proprietors who let them out 
at a ra*te per truck per month, oi>tbe railway* companies supply 
wagons for an extrtC charge. 

In Londoi^ the wliolesaie trade centres on tlio Coal^Exchange, 
many of the Coai^ Factors havb:ig their officevS in the same 
biiilffing. There the factors 3p^et colliery representativt^s and 
Coal Merchant^. The function of the factor is to inaiket the 
GCKxlowner’s ’output,, a^d his eorm^tions and capital are sueli 
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as 40 onabh^ liiiu boy a (•favourable prices, and even to 
contract \o mko tlie whole of tlie output o% certain mines, 
so that other yieojile hav'e to come to liiin for coal. In -a 
word, the factor always has somethiug to offer ; so retail 
inercluints, nianufacturei’S and gas works all find it to tlieii* 
advantage to come to him on occasion. 

{Market neport from daily press.) 

LONDON OOAL EXOHANOL. 

No Business on Offer. 

^ * 

no iini»ro\eineut. in tin*, trade ainl no liiisiness on offer. 
TwLMity-nine steamers with sea-borne coal were entered on yesterday’s 
factors* list. Dnrini' the week 7ii ciri'oes have arrived in the Tiiaines. 

Coal e.\])orts and .shipping for foreign bunkers in IVbrnary wore 2,707,880 
tons, heirfg 801,000 tons less tlian in Kehrnary 11)20. 

Thh fafdor, like the retai>,merc}iant, invariably buys f.o.r. 
colliery, in his own or hired waggons. At one time factors 
used to have their own siding, from which the loaded waggons 
were re-directed to destination as sales were (‘hheted. Nowa- 
days they deliver .straight from pit mouth to customer's yard, 
and, whitre the coTfsigneo is a wdiarf holder, it is usual for the- 
factor tf> sell at an ex colliory price, loav inj* the Imyer to ]Vay 
jtlic t^lls. ' 

'.rhe interests of the retailers, faclors and mine owners are 
re]^i*esented by 

The f 'oal Men^hants' Federation of Oreat Britain ; 

^rhe Coal Factors' Associatjon ; afxd 
The Inland Colliery Owtiei’s' Association. 

The following analysis, though bfised on costs obtaining in 
1921, aivl now^ out of date, shows the items thaUgo to make u|) 
the price of coal to the householder : 


ANALYSIS oV THB WHOLESALE AND KETAIL LONDON 
lUVCES OF DElUiY COAb. 


, Per toil. 

Total Cost at Depot: a. d. 

Pit Price 33 i> 

Railway I'Yelght K) 2 

Wharf Rent and Tenninal (Uiargea - - 4 

Waggon - • - - - - . - 2*. 0 

Eactorage 4 


Retail Distribution CiiAROESt’ • 

Wages of Jjoaders and Ciirnum - - 4 10 

('artage E.Npenses 3 (> * 

Bstahlishmcnt (!haTges - - - - 4 

boss on Sinalis ------ 

Directors’ and Proprii'tors’ Remuneration r 

and Profit - - - - 1 C 

• — . 


.V. d. 


4« 3 


13 0 
00 
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Tlu^ Gas Works obtain tIio,bull^of thoir coal direct fioin tlie 
(joUieries by contract, and dispose of the (*c^ke dif‘0<^.i*to honse- 
hplders and ind AstriaJ firms, or tlirongb the localf'oafmercliants. 
(V>al factors also deal in coko, whicli tlioy boy from tlu> aas 
works *aiid colliery com|)anies t)iat produce it. 

The Bunkering Firms and Expotters, who frtMjucntly do a 
factor's business as well, are iiivarlal)ly direct b\iy(‘rs. 

Einally, the Mines, thouurh iinrler piixato ownca'shij), arc' 
worked undca* a ('onsidei-ab!e amount of ^()\ (a nmcTit regulation 
a.iid inspection, d'lie minors’ wages are fixed hy tlie lioard 
of Trade, aftca* agreement witli tlu‘ labour i‘e[)i‘esentativ('s. 


Spot Business. — A sale of goods which are in a warehouse 
or at the docks ready for delivery is known as^a s})ot ” 
sale, and the goods are said to l?e spot goods ^ 

“ To Arrive.” — Where goods are spld “ to arfive**’ (Ti‘ 

“ oft' the coast,” it is understood that they are already on 
the journey, and will bo delivered on arijval. Necessarily 
the quality of suefc goods must be a.'^ertairuMl bcdore arrival, 
either by ” type ” or l)y standard grad(^ or (Ieseripti;>n. 
It is not iinc^ommon to find in the eord;raet of s^fle ref^ring* 
to goods sold to arrive ” the expression “ tale -quale,” 
vvhieh rnc^ans that although the goods aix^ warranted to bo, 
at the tijiine of the sale, in eonforinity with the sample or 
description .sujunitted, 4 ho buyer takes the risk of any 
^subsecjuent damage they may sustain on the .voyage. 
Otherwise the seller guarantees sound delivery. 

The words tale quale arc^ of thc^ greatc^st significance in tlio 
case of grain which may dcq/reciatc^ in valium after inspection, 
owiixg to ‘'heating” — and* prcxfuce (parHcnlarly deckloads) 
whii^h have not been* insured against davnago. 

Cargoes are sometime^ shipped to Europe without a 
fixed destinalioir, in order to^ve the ifnporter time to 
sell the goocis afloat. The carrying vessel first ^puts in 
at an “ order# port,” where tlte captain' receives further 
instructions as to^the poi;t 1?0' which he is to proceed for 
uhjoading. 

M.T. 


2o 
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Forward pelivery means ^delivery at some future time, 
e.g, one may ‘^Duy March hemp^ December ctffee, May-June 
cotton, fibres for January shipment, coal for November 
loading, etc. Contracts for forward delivery are usually 
made on c.i.f. terms. 


( Market Eeporl froyn dally press, ) 

FOREIGN AND COLONIAL PRODUCE. 

STJG A R.-'^ ''Pile iniirkot was firm in sympathy with tlu^ advance in New 
York, and also a pood trade deinaruL Jt is reported that the (Uiban 
Sugar ('ommissioii has named the price of file cost and freight, and S.lOe 
f.d.b. for March- April shipment, V'rystaUised. West India sold at 
(Vis. Cd. to 62s. 6(/. landed terms duty paid. 

COFFIOE. — Spot market quiet at about late rates. Futures slow and 
easier. iVaroh qioU;d 4.’ls. (V,. ; May, 46.s. ; .Inly, 4 (is. 9^1. ; 

rtcptend‘er, 47s. it/. ; December, 4Ss. 6d. cwt. 

' RICE. Market inactive forward, but spot lots eontinne iu demand. 

Hran afloat, £7 per txxi,. Rangoon beans spot,, £0 per ton sellers. 

SPJ(!E. Pepper market ste.ady, quiet. Fair black Hingaporc spot 
sold 4Jd. ; Jail uaiy-M arch, 

SHELLAtV- - Qiidet market; TN spot quoted at 280s. to 29()s,, 
Mayh85.v. paid. 

JUTE.- - Tlaa'o is still a^moderatu demand for spbt parcels, but for 
tb<‘ moment there is nothing doing in forward positions. Daisoc No. 2 
• atlyat Dqi\d<‘e resold £28. 

.FiEMP.* - Manila steady but quiet ; J grade Mareh-May quoted at £38 ; 

K May-J uly sold at £33 ; and L ditto at £32. 

Il^DIARUBRER.. — Quiet, steady. Plantat}<)n : Standard crepe 
spot and Maridi sold at 1 I^d., April U*. n 

CbPRA. — Quiet, steady. To London, sun-dried Straits Jan. -March 
sold .at £20 15.V,, £29 : Feb.-.\pril, £28 paid; March-May, 

£28 10^. ; April-June, £28 T-v. («/. ^ 

OlLS. — lanseed : Sjiot, 29#. (»d., March-Afiril 28#. 6f?.,eMay-Aiig. 28#. 
Cotton : t!rude Egyptian spot 3l.v. Rape : Crude spot, 47#. Palm ; 

Softs Marcli-A])ril 33#., Lago.s 34. , 

OILSEEDS.— T-inseed : Calcutta March- April £18, sellers; April- 
May, £17 10#. ; Rapesecd : Toii.n March-April £18, sellers. Cotton- 
seed ; lilack Egy.Jian afloat £12 l.'j.s*., sellers ; white, £11 1,^).#, ^ 

By contracting for the purchase of his raw materials 
well in advance oi bis requirements, the user or manufac- 
turer {e.g. the miller, eotton spinner or steel manufacunir) 
makes sure of his supplies, and is enabled in his turn to 
fix selling prices ior the futu/e delivery of his own products. 
Naturally lie makes his purchases for forward delivery at a 
time when he c6n8iders plices to be relatively low^— say, 
in the case of wheat or cotton, just after the harvest. 
If by the time he requires deliverj^ of his material the 
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market “ spot price is Mghot* than he? oont^^cted to pay 
when he mad(? his bargain, he is better off Chah he would 
have been if he had bought “ from hand to mouth/’ If, on 
the other hand, prices have fallen, he must still take delivery 
at the price he contracted to pay, but this does not neces- 
sarily mean that he is paying toa dear for his material. 
FluctuatioiLS in the prices of raw material are not usually 
reflected at ouc^e in the price of the niaTuifactured product. 

Thus, \vhei\ the reiail di'aper stocks his shop with colton 
goods for the suiiunor seasoii, he buys at prices wliicdi tlie 
wholesaler luv? probably detei’uiiiicd well beioreluiud, on tlie 
basis of contracts whicn lie liimself has placed with winivors. 
The weaver in bis turn may bav'^ contracted abdhd with tbc' 
spinner for the supply of bis yani. Tf such is the f ase, rise 
or fall in the price of raw cotlon w ill ^doubtless aftc^'t hilur c' 
])ri(:5es for cjotton fabrics, but the present contracts have to 
])e w^orked off as agreed. 

•The fanner or*pro(lucer sells for^vard witli precisely the 
same intent, viz. to secure a regulai* outk^t for his prodijce, 
and to make himself independent of market flufftuati^iTs. 

Wholesale grocers <ind provision merchants also l)ny 
forvrard, in order t(f make sure of their supplies prices 
which will enable them to make a profit. On occasion a 
wholesaler nii^ buy or# sell speculatively, with a view fo 
^deriving a ]wofit from pricie fluctuations. 


THE PROVISION TRAdS. 

Most of the provision li^it^nesis ctmtres^ round the Producd* 
Ex^Jkanges at Bristol, ^Liverpool, Manchostef and Glasgow , and 
the Home and Foreign Produce Exchange inflAindon. Dealings on 
the London Exchange comprise Uutlet^ Cheese^ ^acon, Harris 
Lard and Eggs. 

These oxchang^^s originated ♦lirough tliS co-operation of 
dealers, wdio ipiiited fflirougli their frado a.ssociation.s to acquire 
the necessaiy.Iiremises and staff, and at tl\e presentf time all 
the xirovision c«ccha|iges are constituted as limited companies. 
The exchanges are supported ./by their members, are 

elected, and pay entrance fhes pr take shares in the comnanv. 
in fidditioh to paying, subscriptions# 
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aditiiiiistratioH of the exchange is in all (?ases entrusted 
to a ( ■}iaita 7 ah^and Ooverning Body, elected bv the Members, 
and ropresentativo of all interests, viz. those of Retailers, 
VVdiolesalers, Importers and Agents. By the rnlt>s of tlie 
London exchange no member is allowed to servo for more 
than three consecutive years on the governing body, and the 
cliairmari can only reitiain in olli(*e for one year. 

The separate interests of each typo of meml)eT* are also 
served Ijy subsidiary trade a^ssociations. 

Pj’ovisions are im])orted partly on a consignment l>asis by 
Agents re}iresenting foi^eign or (‘olonial shi})|)f'rs, and ])a]tly 
by Import Merchants, wno buy outriglit of (^xpoi'ters on tlu‘ 
other side and talce the risk of th('. market. Tlie principal 
buyers are the Wholesale Provisitln Merchants, but also some of 
the large Multiple Shop companies are memV)ers and buy on 
the exchange. 

'I'lie Provision Broker occufyics a position of l(>ss im])ortanc(‘ 
t)ian(imo^i produce brokers. lm|:)orters do not, as a rule, 
engage his services, b.'d buyei*s may employ a l)vokcr in ordei’ 
to eoiK'eal their identity. 'The provision bi’oker’s main funcdion 
is to |)urr‘hase for in oviiuaal wliolesalors. 

Pj'ovi.vjons arc ?tnld either (a) after inspection of the bulk 
at the wliai'f or wareluaise, oi' (b) T)y d('f^1*ii|)tion or grade, 
'rhus 'PJ(f(/s fj’ 0 ]u l)(anuack are graded as ITy’s, 18's, etc., wlierc^ 
the M’cighttf )cr ‘ loug Inmdred (120) is lo lbs., LS lbs., et(\ 

‘ Dutch eggs are graded according to coloui* : “ all whites ” or 
all browns,” tla^ retailers being left to sort out the sizes 
after purchase. Australian and Now*» Zealand Ihittcr and 
Chee.ae are Government graded as to cjuality and \veight, the 
otlicial eertiticate given at port of vsbipment beirtg deemed 
final e\'ideiice in cas(^ of <lis])ut('. fiides of HiU'on are graded 

accordiiig to Brand aiid VTeiglit ; tlms ! Z I No. 1 might mean 

Messrs. Z ...\s leanest, say 56/60 lbs. 

Tmjyorters confmonly contract r forward w ith th(4r foreign 
and colonial exporters, and wliolesalors do the same in dealing 
"^w'ith importers and agents on the exchange. 

An im[iortant feature of tlie Home mid Foreign Prodiieo 
.Fx(0iange in London .'s its system of Arbitration. Disputants 
are not permitted to appoint their own Virbitratoi^. ' 'Die 
memViers of the (Exchange elect anni^ally a |)anel of arbitrators, 
whose decisions tire guided by a set of rnte based on trade 
custom. Separate arbitrators are apjiointed to deal with each 
class of If produce, and each court of arhiVratipn consists of 
three members, viz. two iin|iorters, age nts or brokers, and one 
wliolbsaler. The arbitrators’ , 5 i\Kard is not final. Appeals aie 
lieard by the General Committee. ' ' e * 

Official MArket Reportsr are oompijed by Price •Committees 
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TVprosej)tativo of Buyers ftml t>ellei-s, a*se|)aiate eoniiuijteu 
bein^ appointeil to with (‘.acb class of piodi^'f. *Ylie repoi ts 
a’re C-xliibited in tlu* (^xcbau<j;(\, and copic's an^ issiaxt to iiicjuboM’S, 
to tljQ trade; and t,o (In' press. 

Forward Contracts and the Merchant. In the (mily 
dayiH the ineretianCH activities prof)ably never got Ix'yond 
what we now call “ spot ” li-ansaetions, T\w wc'althy « 
dealer bought food at tlic harvestf kept it^iii his store- 
houses, and distributed at a jjrofit. • ' 

As the in^nins of transport and eonnniinication of intelli- , 
gence became more rapid and dep(Midal)lo, the merelnint 
ceased to limit his operatioiifi*to selling from* stock. By 
liontracting for future delivery he was cmabled tf> (a) save 
expense of storage, (6) buy when he liked, and (<*) fix his 
own time for taking delivery and paying the price of his . 
purchases. Morr^over, l)y recovering h is capital morf; (piickly , 
he was in a position to negotiate* a larger turnover, and 
even to extend his operations to other markers. iVJoderu 
developments have not, however, made the mercluiut’s 
calling any more attractive. His business tends to become * 
ever inqj:e complicated and risky, to yield a smaller marghi of 
profit, and require, more knowledge and attenilon to 
detail than formerly. 

Speculation. — The word is derived from the Latin verb 
S2)cculam, which meant “ to look at ” w; “ contemplate,” 
and it may he used in our oavu tongue to denote tlm result 
of watching or contempliltion.* So in business parlance, tlmi 
speculator is one ^ho watches his opportunity to make an 
exceptional profit. 

T]i^ element o"f risk does not Hlpne rendof a deal sj)eculativo, 
for a certain amount of risk is inseparable from miy sort of • 
project. Tlfrvni^r(4m-nt, unlike ^ho farinei’ ©r the inafiufacturer, 
•derives his inconi% from the^ difference between the i)#icos at 
which he buyg artd sells ;*aiui inasmuch as he cannot control 
tfee market.*, his traik^ictions iha^i result in a lofes, instead of a 
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protit, to himself. Put if he Uiiowfe liis business, and renders a 
useful sf^rvi^'e the eollcetion or distribution C)f the produce 
he handles, ho will be able, on the average, to obtain more 
money for his goods than they cost him. 

Jn the ordinary course of business, profit is earned })y 
services rendered, and any transaction within the dealer’s 
province as producer, merchant, carrier, warehouseman, 
banker, insurer, or what not, may be termed legitimate 
business. On dhe other hand, a ‘‘ speeulation ” is a deal 
to win a chaiice profit, by foreseeing and operating on the 
likelihood of price fluctuations. The prediction that results 
in a speculation is of course based on probabilities, for, 
though the optimist may regard his deal as a sure thing,” 
wd^ knoivThat no fut^ire event is certain. If the operator 
lias no reasoned motive for Ids action, the deal is not a 
speculation: it is gamble. Most so-called ‘ ' s])ecuIatjon ” 
by private individuals in^tocks and shares h sheer gambling. 

The * (uirliest form of^s])eculation consisted of hoarding 
food efter a poor harvest in order to distribute it at famine 
prices. ‘The retention of essential foodstuffs, by creating 
an artificial shortage, itself helps to enhance prices, 
and it is not surpjising tliat the speculator has g-:*nerally 
been r(!garded witii Iiatred by the pc^ople, arr:! reproached 
with thc«dearth, where such ujxisted, as if he had been the 
cause of it. 

The Frenel) law^ imposes severe penalties upon any ownei*s 
of grain', flour or other foodstuff^, w4io deliberately withhold 
tl»eir stocks fr<jm the market m order to exact miusually high 
prices, and this sort of Jegislation was freely resort^xl to in all 
l^hiropean countries during the war of 1914-18. The anti- 
p)rofit/eering Act of 1919 is an examj>Je. 

However immoral mky be ♦ the action of ''Speculators who 
exploit their country’s need for pei’sonal gain,^it must bo 
achnitted 'ihat the extortion v>f high prices 'doe's .servo as a 
rough-imd* ready means of reducing consuinjjtion, and thereby 
eking out what little quantitien inay be available until the next 
harvest. In time of famine is clearly, the duty 6f the Stalye 
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not only to control prices «fcind«punisli profiteers, but a^sp to 
impose an equitable system of raiUnLimj.^ 

>Seasoiml and imported produce have always offered the 
greatest opportunity for speculation. Whereas the demand 
for foodstuffs and the raw materials of industry is incessant, 
the supply of most of Nature’s [)roducts is iriterraittent. 
It is the merchant’s business to relieve the farmer of 
Ids crop and secure hijii a certain return for it, to assure a 
regular supply of material to the ftser, anc^ to undertake 
himself the risk of distribution. Enough hffs been said of 
the Produce Merchant to sfiow the legitimacy of his func- 
tions ; yet the nature of his business necessarily involves 
him in speculation. 

Thus the mercliant who in May buys wh(‘.at fSr deliv(^ry 
in ^September, does so beeaxuse he considers the prospects 
for the coming ffarvest to be unfavourable, and anticipates 
a rise in the priyc of Septetiiber wheat jfl)ove the tigure now’ 
iisked by sellers. Perhaps by the crop actually shows 
signs of giving a poor harvest, and che bad nows has alr^^ady 
resulted in a rise in prices. If this is so the f?ierch?‘^t wyi 
have no dilRcuilty in finding buyers for the wheat which 
he will receive m J^^ptember, at a higher price than ho will , 
have to pay for it according to the terms of his*eontra(it. 
If he sells at once (for September delivery, of course) his 
profit is assured ; on*the other hand, if he luis reason to 
predict a further rise, he will prefer to wait and complete 
his speculation at a later date. 

Gon^rsely, the merchant w’^ho foresaw^ a plentiful harvest 
might sell in May a quantity of Vheat for deljvery in 
September, in the hope^ of biding able to buy in an eqqal, 
•quantity of Sept 4 miber wheat before he is called upon t<f 
deUver. In other words he sells “ chort^” that is to say he 
engages to supply that which he hasTiot yet inhis possession. 

In the first ^case thd merchant is sp(|culating on a rise ; 
in l-he secopd is speculatinf «n a fall in prices. Whichever 
way he goes to Nvork, when, in September, botji contracts^ 
have to beiuffilled, the meithant takes -delivefy from the 
seller and transfers his pr<Jiierty in the goods to th« .buyer. 
If a broke?# ha'fe been employed, the latter will probably 
^ Sep Princiffle^ and PtaSlice oj Business., p. 28. 
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attf>nd to tlu^deliviny of thd^ineifchandise, collect paj^me^nt 
from the Iluyer? and pay the seller, rein itting' the merchant 
the difference, less expenses and lirokerage. 

Speculative forward contracts fulfil an economic function 
by regulating the action of supply and demand, and bringing 
jirices for all places and fimes of delivery to a natural level. 
In their own interests speculators secure early information 
of influences likely to affect the market, with the result tJiat 
prices move fpiiekly, and actually tend to encourage or 
retard production. Proper dis|iribution of the colossal and 
spasmodic output of the world’s agricultural 'areas is an 
achievement whicl^ would upt be possiblt*- witliout the co- 
operatH)ii o^ thousands of ex'perts, whose duty and interest 
lie^ in directing siippliei^ to those centres where demand, as 
reflected by ruling prices, is most attractive for the time 
being. ^ 

THt: IRON/ AND HTKKL 'rRADJ^:. 


^ ThcfYigli tliere are .some ironstone mines in tins (•oimtry, 
most Iron Ore is imported. It is mainly imported direcU by 
the bUcst- furnace owners, but there are, a mmilier of mor- 
clumts wt'o serve as intermediaries for foreign ore. 

Tlie distribiitiou of Pig-Iron to the iron foundries is iai'gely 
in the liands of Iron Meridiants, who deal in tlie home product 
in addition to importing foreign pig-iron, and what ar(=! known 
as billets for rolling into sluxds. uMany of the large steel woi ks, 
however, fiavo theij’ own blast-furnaces, and produce mamifai?- 
tiired iron and steel goods from the ore to the finished ^rtielo. 

The method of * gracing pig-iroiP 3 nay be seen fr6m the 
following list of Prices Current 



CLEVELAND. 



Hour-* 

Export. 

Poimdry No. 1 - 

- 125s, 

1:10.8. 

„ No. iV - 

- 1 21), s. 

• 125s. 

No. 4 fiTiKc 

- 1 12s. (W/. 

1178. Od. 

Mottled - 

- cl 12s. (W. 

1178. M. 

Hcinatite, iii/ii^s. 

. '''I '} 

1.30s. 

70 to 80% 

1 net loose. 

*> c 


SCOTLAND. 

- t liOcal Trade. 

No. I G.M.K. - - - - 450s. 

No. :i G.M.B. - - - . - - - - ^ 145s. , 

HeinatiteT’.o.fc. sti?elworkb - iirMiiinal 1558. 
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Finished Iron and Steel “is (U.stribiited throi^^ii 

niercluints Avjio* aj‘e stocklioldfU’s, and [XM’fogiT AWc? iiscd’ul 
fuTictioji of insulating- the manufact urea's' output and liolding 
supplies at tin* inuiH'dialo dis[)osal of consuincrs. "I’lio stock- 
lioldcr tak(\s a view of tlie maikot, and buys v lien lio sees a 
favouT'ablo o|j[)ortuuity. 'ria'ro ajo also so-called bj'kss- 
plate inorchants, who l»a\'(^ no \vaj‘(‘lious(‘s of tlieii- own, 
but siin])ly work from tbeir ot‘(i('e% and ai range business 
))et\veen produ(*ers and consumers without keeping a, stock. 
Any goods they may hajvpen t<^ have e)n their hamls aie do 
positod at one of th(‘ public warehouses^ 

Einished iioii and steel is elassififul ha’ exclflmge dealing 
according to origin, (juality and shape, c.(j. : 

.NOiirn-isAST roAST. 

toral Trade. Shipiiiejil . 

( emwii l>ai'.s - - t*4 0^^. Od, *£14 (i,vf0d. 

JiesMiars - - - »ir. as. (id. £4 5 U.v. 

Iron An{,des - - - £14 lO.s-. a/. £14 l(l.v. iTt % 

Tecs - - - £15 Off. Of i. £15 Os. OtT. 

llMates, l-in. - - 

Sieiiicii Millels, soli - - £10 dr/. 

seuiu.AAM). 

Local TTa<le. 

Iron ft’iowii bars - - £14 

\ best - - - £15 

Clyde Area 

r' Angles - - - £13 10-?. 

Joists - - • £13 HR 

Steel ' Small rounds, Hats, and 

I Sfjiiur<*s - - - £13 

fSbeots, pin. - - £15 .5.y. 

I'lu? London I^on and Steel Exchange is field eveiy 'rii(\sday 
afternoon in the (h’eat Hall of the Cannon Stiind Hotel.* 
*Tho members, wiio [)ay three guineas entranee fei? and a 
subscription of throe guineas a year, consist of mine ownersand 
coutractojji, founders, plate makers, steel nu^iufacturors, etc., 
mercliants, iniporters and exporters, agents and metal brokers, 
and even steamshij) owners, ^who meet at the excliange to 
discuss and transact their bhsmes?j. To facilitate business the* 
floftr space is divided into eigiit sections, viz.- (1) Ores, Pig- 
iron, f?iemi-finishe(J Steel, Scrap Iron aiaj Stoel ; (2) Iron and 
Sir el Bars ; (‘1) Steel Streets etc. ; (4) Struetiu‘^1 Iron and 
Steel Work, Machine Tobls and General g. Machinery ; (5) 

Railway .Material * (Q) Castings aTrJ Tul)es ; (7) Hollow Ware, 
Hardware, Nilils, 'drools, etc. ; (8) Non-ferrous Metals. This 
arrangement ofiabfes hardware merchants, stwictural etigin(?ers, 
boiler makers, 5tc.,4'0 get more promptly in touch wit^ tlio 
class of member th^ require?. 

^ The Uoiidon Ti^iibor Exchaiigo is also beiri there. 


Slui)uu‘ii1.. 

£14 

£15 

Sbipmeii 

£11 

£!1 

£12 10.s‘. 
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'“"Futures,” is the namtf . givfcn • to a standard form of 
contract tor* future delivery, the conditions of which, 
having been adoi^ted by the mutual consent of dealers, are 
defined in the rules set down by the Exchange Committee. 

“ Futures ” proper differ in no way from other forward 
contracts except in sorfar as their terms are standardized, 
the stipulations regarding quality, quantity (expressed in 
units of fixed amount), time and place of delivery, mode of 
payment, d|?fault, settlement of dispute by arbitration, 
etc., being stereotyped, The^ quality is determined by the 
same standards as ai*e used for other c^mtracts, but 
“ futures proper usually^ refer to but one grade. 

“.Futjfres ” are chiefly a|)plied to the following commodi- 
tk‘S : Coffee, Sugar, R\U)ber, Wheat, Maize, Rye, and Non-Ferrous 
Metals. There used to bo “ futures ” in, pig-iron (Cleveland 
No. 3).. 

The object of the ♦•‘fystem — which doSs not exist on all 
pi^oduce exchanges — is to simplify dealings for future 
delivery, and thus to facilitate the inter-action of supply 
and demand. In a word, it makes the market more “ liquid.” 
The tef ms of contract, being standardized, require no special 
investigation by intending buyers and sellers, ?fnd as the 
number of dealings thereby tends to increase, d(?alers are 
enabled to satisfy their i^xpiirements more readily than 
w'ould be possible outside the nucleus of the market. 

Nalnially such facilities onco\irago the operation of spe<ni- 
lators, but they convenience* the* inanufacturer too, by enabling 
him to follow closely the trend of the imrkot, and sell out to* 
buy again where *he an opportunity of st^curing his supplies 
at better prices. Moreover, prodijcers and users alike make 
use of futiu'Cs f(ir the jnirpvse of “Hedging” (p. 430) against 
market fluctuations. 

T^ic producer or imx3orter who sells^ “ futures ” has po 
means of knowing whether •tfie other party ^(usually repre- 
sented by il broker) intends actually, to take delivery of 
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the goods liiniself, or to sMl |tut again* before the setUe- 
mprit. His corRraet may result in a long sewK^s'of others, 
by vvliieh tlie right to tlio goods passes from operator to 
operator until the last buyer filially (ilaiins delivery at his 
own buying price, which may differ widely from that 
stipulated by the original seller. 

Settlement. — 80 long as future dealings do not assume 
great proportions, the settlement betwci'ii original seller 
and final buyer may proceed withouf difUcult^ tiirough all 
the intermediate parties. ^Just before “ prompt the 
original selld*, who has goods to deliver, hands to his 
immediate buyer a Tender offeyng deliv^.Ty according to 
contract, and stating where flie goods aTo wsirehojised . 
If the buyer, not wishing to take delwcvry himself, has solcl 
for tlie same date, he endorses the Tender and passes it on 
to his own buyer. Each intervening party has, nothing 
further to do lull to endorse the I'ender and pass it on, 
until the Tender eventually reaches an cffeclm^hnyev 
a buyer who wishes to take delivery), who is thus enll;l)led* 
to get into direct touch with the original effective scJlcr 
(i.e. the seller who has goods to deliver), and o!)timn from 
liim a AM'irehouse \^'^alrant in exchange for a clieijue. Each 
intervening pftrty pays* his immediate seller and receives 
payment from liis immediate btiyer, the difference between 
the two amounts being a gain or a loss as the case may be. 

It may, and fjometimc?.s *loo.s }ia|)pen* whore a i>erspii lias 
bought and sold for the sai\itvsot^lemont, that the very tendei; 

issued as seller retmiis to him as buyiti*. in otiier words 
the tender 1ms comjueted a “ ring:,” that^ - 

A tenders (say) 250 bag,s Produce to ^3 
J3 passes tendt^r to G 

C „ I) 

AT „ „ E 

E „ A • 

* In such a case %io goods are delivered at all, but* each 
operator gaina,or doses thfe diftei'enee between the oric^es at 
wliich ho ’bought and fipld. 
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•In praptiq> inor^ “fiitvirffV tlealH are .sottl(‘d by the pay- 
ment of difeere^ices in money than by actual df livery of goods. 

Ill most eentre.s where futures an' dealt in, the. .settle- 
ment is undertaken systematically in a Settling Room atta(;hcd 
to the exeliange. A Contract or Clearing ” Account is 
opened for each dealei* in wliich the ({uantities bought arc 
set off against the quantities sold, tlie lialanco being the* 
quantity to be delivered to or by him. Tlius : 

Ales.'irs. //. Paul clh Co. 

In ac CO 1*1 lit with 



1 

S(>I<1 

on halainr. 


(III iialaiioi 

'lions, f 

I 

Ton^*. 


.lolmsun* 

. 




25 

uj^iu'd 


« 

Mori'ison 

- , - 25 


Noi’th - / ■ 



Orchard * 

25 

f 

i Paul 


'50 

(hici'k - 

. 


Roberts 

. 


Samuel - 

. 


Thomas 

r 


Hold Ilalancc . IJoug^it 25 


75 


, On the day before eac}| ‘‘.prompt,” sellers who have 
produce to deliver *aiid buyers who hav^ to receive produce, 
submit to the exchai^ge a list of the contra^ds falling d’le on 
that date, and eacli receives from thg settling room his account 
as above, and a Ilip jiving the name of^ ttfe party tp whom 
or from ^ whom delivery is to be made. The Warehouse 
Warrants then pils.s privately. ^ • 

44’ic above is roughly the prtiftecUu'O follovvod on tlie London 
Metal Exchange, amLis similar.in fuiiicipal, if liot in detail^ to 
the systems obtaining on ofher oxcht|ri^es. 
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On the' Iwondon Metal lixch^nge deahn's settle acciounls 
wit!) each othoi 4 direct by elieque or in cash, laft tjie settlmg 
rooms of some exchanges .settle difTeretiees as well as 
delivefies. At Mincing Lane there i.s no settling room, but 
'‘futures” in cotTee and rubber may be nc'gotiated through 
the produce clearing house. 

if a. buyer or selloj' slionld fail to fullil his ])art of tht' bai’gain 
the otlier pai-ty is (Milit led to damages to tla^ o\t(Mit of liis loss, 
irsiially, by the rules of the exeliangef the itijiM^'cd party has 
tlie riglit to '' buy in or sell ont in tlu^ o})on market and ehaigt) 
the dofaulte!^ with any loss* resulting fr-oin the dirh'reueo 
b('t\veeu c‘0?ilraet iniee and tlie price a<*tually paid or r(‘ali/;ed. 
Oi* the rules may fix the damages at the *hffere*(*e bet\^'(‘on 
contract ]U‘ice and oCtieial spot ]Vice ou settK^menti day. An 
iimiiediate setth'meut may he demanded should oTie o^ tlT</ 
]>arties before ]>r()rnpt day suspend payua^nts, or sliow' othtu; 
signs of his inabilify to fulfil Ijis eontract. 

It is naturally^ a' matter of tlie^^reatest impoidanee lo 
dealers to guard against ])ossible’‘^loBS(^s thnmgh dealing 
with insoh^ent parties. In some cases part seeurif-y ifp 
required in the shape of a joint bank deposit ; wliilst a 
ca)nditi()ii of meml)ershij) to most exclianges is ^hat all 
dealers ^?liall bring substantial security in cash and sureties. 


TRADE IN NON-F]]RROUS METALS. 

The TiOiidon Metal Exebango is tbe'jaoporty of aiJimited 
company, every sbarelioldi^r* in •whicli must b(? a meinijer oi 
tlie Exchange. Mx^nbors need not bokt shanks, but (Wtay • 
member jnust |>ay an (*ntiunce fee of, 5(>0^ninoas, and (>V(ay 
jneniljer who wMies to deal on the (^chaiigo ^iiist provide 
surety amovinLing, at tjie tliscretion of ttio Director.s, to 
from* £5000 to iJOOOO. Non-deaiing memll:*rs must not deal 
on file* exclmnge, IVit they n ia>^ attend and conch ale their 
contracts outride, 

Only Coppp/ 0 , Tin, Lead, and Bpelter (?'.c.*Zinc) are dealt in, 
and tiie quality of the produce is graded by analysis.* Thus 
the best gracif of tin (Bfinka tin) is J)9-95% fine, whereas 
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« 

a'lower gra<]o (Wing Hong <^Co.*No. 3) contains only 96*28% 
of "pure tin, dn the average. ' ^ 

{Market Report from daily press.) 

METALS. - 'I'he market for tin suffered a Bharp decline in face of heavy 
selling pressure, though forwards closed above the lowest, with cash on 
■ balance £ff, and forward £8 10s. per ton easier since last Friday’s close. 

Cash quoted £101 to £101 10.9.; three months, £100 to £190 10s, 
Settlement price £191. Sales COO tons; cash at £195 to £190 10s.; 
February dates, £197 to ClDl ; three months, £105 to £200, then at 
£190. Copper in moderate gupport, but 20s. down on balance as 
sellers were fairly well to tbo fore. Casff quoted £72 to £72 5.9. ; three 
months, £71 15s. to £72. Settlement juice £72. Sales 700 tons ; cash at 
£72 5s.; early March, £72 6.9. to £71 5.9,; three months, £71 10s.; 
Electroa, to £82, TA^ad lower. Sales 700 tons; January to April 
at £23 5.9. *Spelter weaker. Sales 400 tons; January, £24 12s. Cd. ; 
February, £25 March, £25 lOs. per ton. Quicksilver, £12 15s. per bottle. 

Contracts may be made for special brands, o** “ standards ” 
contained in the official lists, or any metal <^f good mer(*hant- 
able quality (G.M,^.), aiipro^ed by the h^xclmiigc (Committee. 

The for^is of 'contract for * “ Futures refer to standard 
ilieta*], cf»nsisting of^ any of the Bivands and l^escrij)tions 
contained in the Offieiffl List, wbicli may be .seen on a]>plicali<>n 
to tbo Heeretary of tho Exchange. The ♦basis of (|uaUty is 
expretssed as a p^'reentage of fine metal contained in tbo 
produce.* ( Tn the ease of Oojiper, the ba!^\s*ivS Refined Fo|)|'»er 
assaying not less tlian ^9% and not mor(^ than 99.3'};,, with 
10,‘* per ton more if the assay ex('eeds 99. 3'},^, or £1 per ton 
‘^inor^^lf d ekceeds 09.8%, a rebate being allowed for Rough 
C‘of)i)er.^ Metal of loss than the minimum fineness stated in 
the rules of the contraet is not valid ti^^itlor, and Oertificatf^s 
of Assaji or Quality by exports, analysts or assayers approved 
liy the Committee must lie attacbo<l to all warrants except 
those for Standard metal. Warraut^s for standard metal are 
valid tender without eertificates, but buyers need only i>ay a 
sum on aKJCOuiit, tlio balance t« be pakl on prodviction of theoer- ^ j 
tificate, and subject to the buyer’s right of rejection should tho 
certificate suhsec ji|putly prove that the metal is not va^ci t»ender. 

The minimum units for “futures are 5 tons Tin, 25 tons 
Coppel^ 2,5 tons Lead, or .50 tons Spelter. I’lio metal is 
Tendered by rneans^ of warrffnts* issued by tho public ware- 
houso.s ill London, Liv^erpool. Birkonhend, Swansea, Pc?i t 
Talbot, Birininghttin, ^'oi* Newcastle-on-Tynf^, tlio names of 
which appeaf on tho OTHcial List of the Cominittee. 


Produce Clearing Houses do the work of a settling room, 
and at the same thno provide security to dealers by guaran- 
teeing^ their contracts. The Cfeajing Ho^se guarantees to 
both buyer and selU”* the fulfilment, in accomanco with ifs 
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regulations, of every contract liaji been registered in 

its books. 

The first produce clearing-house was instituted at Havre in 
1 882 for future dealings in coffee, and in the same year another 
was founded at New York. In 1887 others sprang up in 
Hamburg, Paris, Antwerp, and in 1888 in London, Mar- 
seilles, Amsterdam, and Rotterdam. « 'J'he numl)er lias much 
increased since then. * 

The documents rf'produccd on the following pages should 
lie carefully studied, as they are those used Jiy a produce 
clearing house ^ on one of oi^r most important markets. 

By the rules of most produce ck^aring houses, no coutraet 
can he registered unless presented by a^ l)rok( 4 r who is a 
memlier of the (bearing House *(C.H .). To^secumM’e^stra- 
tifin a cash deposit must lie paid to*fhe (‘.H., amounting 
to say £100 per unit of say 250 hags (Viffee or live tons 
Ruliher.® Each })arty then i*eceives air official (’ontract 
Note and Certificate of (jluurantee.| Naturally the (deal ing 
house company makes a profit by cnarging fees^, ^ ^ 

The Buyer’s Contract Note reproduced on pp. 416-8 is^tliat^ 
receh’^ed by a buyei; of Santos eolTce who deals throiigli 
a clearing house broker. It is printed in duplieftto, the 
two parts lieing separated by a ]ierforated lino, and caeli 
part containiiig (exactly tlie same conditions as the othei*, 
on front and back. The broiler signs both j)artS, hands 
(vne to the buyer, and delivers the othc^r, after signature 
by the buyer, to the ek^aring house company. ^ 

The Seller's Contract Nojeds kleiitical in every respect tci 
tf»e note recicived l^y the buyer, except in so far as it refers 
to a^sale instead of a purchase, and iliorefore contains the 
words ," sold ” and " soller ” where the words “ bought ” 
and “ buyer ” ocknif on the but^jr’s note. ‘ 

^The narng! ob flio company is not the XYZ/ Produc^e 
Clearing House, Limited. 

* Basis : Good Santos. , 

"*} Basis.: HeVea BrazilienBis,»No. I Crcjpe. 
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i^UYEirS ('ONI’IIAC^T 

{(■ondliions' * 

Tins l-AItT Ttt HF. LFKT WITH TlTK lil'YFH. 


CONTRAC'r. 

i^nx DON- A I‘) 2 .... 


r»<i,Us Santos ColTcc (Paisis good), 

* it 

(K\'(‘i'y 2r>0 f-Jags ('(joal to ahoiit 201) cm I. lad.) 

♦: 

{ )(di\ cry 102 ... 

Price ]K'i' e\v^ net, l<‘ss 1 Discrumt. 

SiAjeet (o lla' Ivcgulat asos aial ( \>Hdil ions of d'lii': XYZ 
CijiAitiNroUocsv:, Limitih). for Santos PolTeo 
tutnro dfdivery bti.siness. 

Odiis (’oniraet. .sliall }»c fortliwitli regl#.lc?’»xi with '1011- XV^Z 
(hiODiic^ (hii: aktno-Moi'sf, LjMrri':i), and sid)j«'et:. t»» its liegvila- 
t,ions tlie ('leai-iiig- House guaranls'cs to botVi ))uyei‘ and* seller the 
f iillihuent in aeeordanee tluaewith of ajiy eontraet wliieh Ims been 
rogislered in it s })ooks. Jii eonsidca a t ion of sue)^ l egist rat it)n and 
guai’antci'. tlu"! buyn* <»rul stVI<*r res|K'et i vo'ly agrt'e witli r-at-h 
other and with tlu' (-loafing- Housia and suhjech to its Hegula- 
tions, t-O aceept. ]>y way of novation sueh other sellers and huyi'rs 
res})eel ively (if aity) as tlie (Mearibg- House may froil^ time to 
1 1mo appoint for ilie sale or pviiA'liasy tht‘ Coffee mentioned in 
,t.his ( lont rai't. , • , 

rirokerage 

Proker. 

l*'ee over. ^ ' 

AKBi;ri{ATlON, 

Uyt^'V ctitlerencc or dispvite a]'i.sing out of ftais Contract shall be 
loferrerl to Arbitration in «accor(tanee* witli § U7 of^tho Company's 
Regulations. ^ • 
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NOTE (FOR COFFEE). 
ori Bach.) 

(Jo I in 1 1 vr j ja rt i rr) in 

To 

tlbe probuce (Ilcniino*=1bou5c, 

Tjmited. 


COPY OF CONT»RAC"U. 


Lon on N- 1 02. 


Bought for 


I'ag.s SaTitos Colfnn gooJ). 

(Ivvory Bags oqual to about 200 cwt, uat.) 

Delivery 102.... 

Price ]K‘i' cwt. not, less 1'’,, gfi.srroiint. 

Subjoct to the llegulation.s aiiii Condi (ioa.s of * 

Puoi>u(a<: Ci;iF\Rrxo-l;T.()i.rsFR for Santos Cof‘feii‘ 

fui/Uro delivery bii.sine.ss. 

Thi.s Contract sliaU 'bo forlhvvilh registered with O'nE XYZ 
Produce Ci.ua iuno Hiius!-, LmiTET), and subject to ii.s ilogula- 
tions thc\'loarjng-Hoiise guMraidees to both buyer and seller the 
fuiniinent. in ac^^irdance tlwRAnvilli of aviy tundrfuo. which has Imhui 
registeved in its bookB. In consideraliou of sueli regist)"ati(ai and 
giriiranteo, the buyer and seller* respectively agree eaeli 

other and with the Clearing-Hunse., and .subject to its Kegula- 
tions, to iicc{^[)t l>y way of novation .such otlie^ sellers and leiy.*rs 
respeitivorv (if any) ris f lie •Clearing-House may froiii tinic' to 
time aopoint for tlie sale or purchase of tho Coffee inciili»^n('d in 


time appoint 
thia Contract 

Brokerage 


• Broker. 


Cunfirmed * ■ ■ - ’ ■ Buyer. 

Hog. No..« 


AhbitrM'i:o.h. 

Every difierenco or dispute ani^ng out of tlii.s Contract sBa-ll bo 
rei'errod to Arl^iratTon in acTcordaiice with i 17 of tho Company’s 
Rt^ulatioiVa. 
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CONDITIONS ON RACK OF CONTHAC^\ 


SANTOS CO¥¥KE. 

\ 

(The >A’Z ITodiioo Clearing Mouse, Ltd., is liero 
called The Coinpaitv.'’) 

No Contract is registered except for contracting })artie,s 
hf>ing inoinoers Oi tlio Coiupauy and residing in tlie Unitc'd 
Kingdoir 

No ("ontract is regtslered unless presented by an anthori/.ed 
Coffot^ Broker, 

Tlie C!ertif;icate ( ^ Cnarantee is the only proof issued by the 
Company of a (‘ontract having bo'cu regisicvt'd. 

As long as tlaa'c is ro Certificate of Cuaranlee issued tlu^ 
regi:^^''' ration must not be deemed to be complete. 

Certificates of Guarantee are not endorsal)le and/oi* trans- 
ferable. 

Th(3 (Joni|)any is only responsilde to the paities in wliose 
name the ('ontracts have been registered. 
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CJiRTIFli’ATE OF (HTA'hANTEK TO iHJ.VFK. 
OFRTTFICATE OF (JUA FANTJOE. 


T>uyer. 

THEXYZ PRODtTCE CLEARrN(;-H()US]<: LIMITPI). 


Subject to the Regulations, Conditions and R>ye3jaw.s, giiarain 
tee to you tlio fulfilment^ by the Seller of the Contract, 
No. * for the Delivery of 

250 Bags Santos CoFfEE (Rasi# '1 

Equal to about 290 cvvt. net. 


Deli vcH'y : , 19.... 1 b’okeragc 

Prio-'o : d, j»or cvvt. not witli Di^-count. 

London 


Ma nager . S u 1 > - M a » i a r . 


SELLIAI S TEND (OR TO ( .11, 


TEND (OR 


Reg<l. No, 
Di^e 


I'a The XYZ Produce CLEARTNadtousE, I.imtted, 

herob^'^ tender in fuiniment of.. Contract, 

as pev attaclied Qertiticate of GuaraiitfN^. Nci 

250 Ba^s Santos Coffee ; 

Marl^^ Certificate •of Quality No 

Per Delivery 192... •* 

Warehoused at 

Li^don,.,....- 192...._ 
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C.H. TENDER TO BUYER. 

Due 

elic iJtobucc (flciiring |)0usc, "Chnitcb. 

TIiNDER FOR 
2.50 Baus Santos Coffee, 

as per Copj^ of Certificate of Quality No liereto 

attacliod. \ 

Final day of \vYigliin<:( Delivery, 102... 


Tendered to Contract Mo 

o'clock . , .m. London, 102... 

The XYZ Produce Cle.akino- House, Limited, 

Manager. ^ 

Returned to XYZ Produce Clearing-House, Limited, 
o’clock ... in. liOndori, - 192... 


Tendered to Contract Mo 

..o’clock ...■.I. London, 192... 

’The XYZ Produce Cle.ahjnG'House, Limited, 

Manager. g 

Beturne 1 to XYZ Produce ( iLEAKiNO-IIouSE, LixMjted, 
o’clock . . .in. London, .....192... 


Tendered to v (V>ii tract No 

o'clock . . .in. London, 192... 

The XYZ Produce Clearing-House, Limited, 

Manager, 2 

Returned to XYZ Produce (’leaking -House, Limited, 
.o’clock . . .m. London, 1 9$ . . . 


Tendered to (km bract No 

....o’clcck ...m. London, 192... 

The XYZ Produce (dLEARiNG-HuusE, Limited, 

......Manager, ^ 

RetnifTed to XYZ Produce Clearing-House, Limited, 
o’clock ...m. " London,:...... 192... 
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statI':mi:A-t,«if ACCCkUNx. 

'IMiK XYZ PRODUCE CJ.KARRN(!-HOUSI'C lA .M ITI:':i). 



FINAL SFTTLEMKN'I' 


|{a<is Santos (•oio'Ke. 

Delivery, 192.... 



I 


.Lojuloii, 102... 

Having bought or sold, the .speculative deah^r will^ 
probaljly cover his contract before prompt.^' • He thus 
finds himse^ with tvyo contracts and two certilicates of* 
guarantee, in one of wliich he is named a,s buyer and in the 
other as seller. In other werds he lias become* a middle 
party between two others. 8uch middle party surrenders 
to the C. H. his two certificated; of guarantee, and 
thereupon cease.s to b« ‘Under any livability to receive ob 
T leliver produce, Jl-nd his deposit, being no longer necessary, 
may be returifed to him, and he can. already fettle with the 
clearing house^ the difference between the value of his two 
cditfiicts, Jess discount up tc? 4he date of prompt. 

A Certifioftte «f Guarantee as shown on^p. 419 dclivere(t 
to every buyer mid seller, signed by the manager and sub- 
manager oi^.th^ C.H., ds proof that the contract has been 
registored. 
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The middle party’s immediate buyer and seller respec- 
tively are^ /iev'med to contract with each other, agreeing, 
however, to accef)t by way of novation such other sellers 
or buyers resjK'ctively as the C.H. may appoint. 

Within the time spt^cilied by the rules of the (tH. th(‘ 
seller who lias goods to deliver tenders thetri to the CCH. by 
nieans of the Seller’s Tender sliowm on p, 419, 

The buyer who is to n'ceive the goods receives a ten(h‘r 
from the (CM; (Tender to buyer, Fig. 420). After receipt of 
th(" tender the IvuvtM' is not obliyed actually to take delivery. 
He may sell again tlnough tlie (tH., (‘ither tlu‘ Vliole of the 
(juantity or a part, at any time up to the moment sjH‘eiii('(l 
for dehvcTy. IA)r (aich (luahtity so sokl the holder of the 
tend(T tills in one of' the slips numbered I, 2, or 4, and 
returns it to tin; (Ml. to slow that- the (juvntity del iverable 
to him is^rediieed t*:) iliat extetit. 

Th(^ for?n of Statemef t of Account s(*nt- fo eacdi opj.a'ator 
at the final s(dtlem(’nt fe' shown on p. 42! . 

' An 'iccouut is ojiencd with every member of firm doing 
business with the (J.H., and the amount standing to the 
credit of such account may be a|)proj)riatcd to Tiu'ct 
deposits and margins due to the (IH. Interest is Vllowed 
on credit balances, including deposits and margins, and is 
setth'd at the end of every ({uarter. 


t UK (’ORN TRADK. 

*► 

Ivxcluiiige dealings jyT)baV)ly ]>lay a inoio iin])ortant part 
in the distribrdion of gi-ain than in any otlu'r branch of trade. 
^V^^eat and (on the. ( 'oritincmt) Rye arc th(> most (essential of 
foodstuhs, and w heroas tlie Ijarvcst is reaped nut once year, 
the luanufac'tnrc;* of flour must never cease. ^ 

Almost every port receives /grain cargoes, and Che trade at 
each importing centre is regulated by a local corn trade associa- 
tion. 1 he Baltie and Mark Laat oychangei^. in London have 
been already referred to. . *' 
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Tlio quality of wlioat is dedteniyiUHl by tlve (u)i_iiitry of origtn 
and a system of ;:^ra<{in} 2 ; based*on various ehai^i(aorisiies,*(d' 
wiiiett (jnjrifii (trx jii’essei i in lbs. per ])nslu:l)«is ifs\ially the 
Tnost inq)ortaut. A perfe<‘t <'lassitiealion of yiaiti is, lio\ve\-ei-, 
difli(niri, to airanjie, and buyers also fre<|iieutly take saMU)les 
of r^aeli eonsiyuanent. ddie contra<‘ts usually corLtain 4 
stipulation '' ' wtiich means that llu' w lu'at is warrantc'd 

to be of "fair average ((uality ' in aecoi-damu' with standard. 
H(y)nc <jrow}i irhcat is sold ])y sam[)lr#on t he .Abu k Ijane ,arid 
j)i‘Ovineial exelianges, but the l)u\er is allowed three days in 
vvhieh to itispeel. the bulk, and eontinu or Ji'jfsa if not up to 
sample. 

Ausimlla}}, Itulinn arul 4 /yy( 0 .*/v>ra/>/. w heats a%^ gradi’d here 
in eonjutK'tirm with ship{)ers on tVio otlu'r sidt.' ; bat tla.^ 
Xorfh . grades are eertitic'd by tlu‘ IhS. and (‘anadiun 

gos ernments. as ah'eady stat(Hk I.’, 8. wheat is divid( fl into 
• four grades. * • • 

Futures in wheat and maiz<‘ wVre introdue.f'd ir» Ja)nd,oij by 
the Londoti FrodiK-e (bearing llous(‘, bjit wen' dis^aiti^niefl. 
Futurt^ dealings in .\nieri('a.n wlieat*rrier to |)rodiiee not 
inferior to No. h Xorfhern Sjfrijn/ {Ihduth (.'er/ 1 /irate), of 
gra\ ity not less than 60 lbs. ]M.'r busla'l^md containing not 
tn’ore than (di»ff. The unit, of (uiantitv is ofte cental 

(100 lbs.). 


{Market report from, daih/ /aYS’.s. 

TIIK BAl/nC. 

AVIltyA'l'. taichiinj/cd at oilioi.tl rales: S7.s ikf. paid Atiay-alian 
atloM^ l-eiMi. '.Vi.s. pai<i No 1 N'drtliiTU .Maiatot)a cv.ytfrr 
7;‘>.s'. paid .Maiirliiirian aitciat Loiidop. 

At Al/t'i. -t'ar^iofs alU. stdlcis 1-a IMata f^h ajitor loadiii)', 05, 

i?cll('rs l.a Plata sti’anaa Ain’il-May. sellers l.a Plata sleaiuer 
May-,) nnc, 5‘J.v. (kf. .sellers (Jalat/ Koxanlaii liassaradiati expeeted cut. 
Parcels.- Pl.ate liria, .'il.';. It/, to irZf. dg. l.;i Plat.-i, .I.an.- Pel'., Hr/. 
Seilers ini.xed Auieriean alloat, 42.'‘. IP/, piaul mixed AiiuTiean Peh.-Mareli. 
r);ts. paid ha Plala ailoat. 5‘J.v. (W/. jiaid ha Plata stiir'piuH sliipp(al. 

jh-\« hJlV iiei'leeied, A earno of superior iiiaii Pe)>.-M:iTeh 

Is r>tfered at 41ts. • 

OAd'i4 opened steady, eloseil firm ; li'i.s'. IP/, to 2r».s’. paiil Klver l*iate 
rel).-Mareli, ‘J.vv, :\d. to ditto Atareh- April, ti7.s. 'id, to 

i!7,';. IP/, ditto Jan.-Fel>. 20-<. Ih/. ditto afloat. • 

• 

Figure dealings in Cereals are inpjviderl i'or on tlu.^ corn ex- 
clianges of Liv<*'])ool. Chicago, RotttM'Tam, Ams^ra-dain, Paris, 
Marseilles and RndaposK btif ftitnres yd*()]>er in. cereals are 
forl^idtien in CeiTnany. 


Bulling and Bearing are^teniLS itsed in connectir^ti with 
3peculati\^e d^ali^gs in “*fiitur(ps-’' .stock cxcha-ngo securities. 
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foreign bills or an,y thing eho that may lend itself to such 
transactions! , / 

'.rhc '' Bull ” is a speculator who buys forward wiib a 
\ iow of selling again at a profit before the settlement. 

Tlio Bear sells forward in the hope that before the 
settlement he will be abhi to fulfil his obligation to deliver 
the goods or sc'curities at a cheaper jjriee than that at wliieh 
he has contracted to delivc^r, and make a ])rotit on the 
diffenuiee, 

It is possible for speculator^, to create an ai;titicial mov(‘- 
ment in prices by uniting to buy or sell suddenly a parti- 
(•ular comrvodity.or security in such quantities as to drain, 
or iiood the market. Biflls co-operating to monopolise 
supplies ’ are said to create a comer, whereas concerted 
action on the part of Bears to ‘‘ bang the market ” by 
selling so persistently as to cause prices To drop, is known 
as a bea?’ rig-. If Vbo bulls know whatsis happening, they 
will quietly take all thu^. bears offer, and tlien demand high 
prices before the settji6mont. Then arises wliat is called 
Va be^r muehe ; the l)ears, obliged to fulfil their contracts, 

■ ' rusn to coYor/’ 


THK COTTON TKADB. 

’ V 


The Liverpool Cotton Exclianr’e is th(^ laigc'st. niarket for raw , 
cotton in the work I, and is the only niarket for cotton futures ” 
in this (‘Oiuitry. J)oaltng.s also take place at the Manchester 
Royal Exchange wliieh is the jirincqial world niarket’ for yarn 
and coVlon fabrics. 

^ Sitnaled as it ispii the heart' of the textile industry, and 
in direct steaniboat comn in ni cation with all countries, ti.e 
Liverpool niarki't^ receives sup])hes from Anicrica, Egy])t, 
Brazil, Feru,-»lialia ana all other cotton [irodiiciug areas. 

Aincricau cotton is graded by the •Liver[)ool cotton brokers, 
in imiformity -ivitlttho ArnerLan standards, as follows^'-- 


Oa-diriary 

cJr.O. (food ordin'ary. 
F.G.O-^ Fully good ordinary 
L.M, Low middling, 
F.L.M. Fully k^w.m-'cTciling. , 


Alid. Mid(]ling. ‘ 

F.i\;l. Fully middling, 

ALM. Gdod middling. 

F.G.M. Fiiily good middling 
M.F. Mid fair. 
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Ihc otJior (‘.lasses of eottoii };^ra<le(^ in :j smiilaj; ina*iiKM% 
but ill fewer gjadc^s. 

^ {Market Lie }H)rf from, (laihf prc'iii.) 

OOT'I'OX, 

|yl\ KllPOOI., (h;t,. .14. SjKil. Auu‘rjc:wi in sin:i[l tiinl (jiioRi- 

tions If) points lowpr. If. Iowcm*. I’.j'vptiaii 

ruts'S <*1 " I'iiie ” Mnd “ Extra Piruj ” of J'.0)vvn 100 poinls'lnwer . otlicr 
RtatJps of J>row!i r.O points down. Easi Indian iciluccd ].» poiids. 
pL'i-uviari ; Qthdalions of Smootli 10 poim.s iiiyiifr on Hi,, week. 

Middling Anwncan - 8.27»/. K.U. Oomni - - (i.T.V/. 

.l‘iti;ypt Salodlarnlos 'l(’t..'iOf/. I'din’ Oonira - - 7. 00,/. 

E. I’nrni'.in - - - S.(iL*,/. toutff liciijial « - 4,7,7,/. 

(Joorl Jiroaoh - - 7.0.>,/. § - .7, 'Jo,/. 

IVroiudi - - 7.00,/. .I'inc Hcmial * - . 7 . 70 ,/. 

.Fine l»rnac}i - - 8.1;')#'. F.tl.F. Tinni^'(■ily - .S. lo,/. 

(jiood Oon#:'a - - 0.2 Cm/. («oo<I 'liimivcll.v - - 8.0.'>r7. 

\'(‘stcrti.ay*s imjioits : .AnwricatJ, 1 1 .000 bnlt-s ; .East. Indian, l.ooo; 
lot.al, 12. (too. Sales coinp.risi' : .Vmejii-aH;, .‘.1,770 10y:\ pi .70 ; Jiast 

Indian, 200 ; t(,t a 1, 1,000. , •' 

AM ElirCAN FF 'I.'E IIES. ■ In s\ input liy wit it tJm diMdiingii in !^t'W • 
V'ork values oia ned lo to 12 ]toint.s lower. an4 viniin^^ the inorniim the. 
inarlvet ruled (luielly steady, tiiouydi the muRlay ipiotafions were attain 
a Utile easiei'. bi'ina marked 1.2 to i:> point.s under I’hursday night, d’lie 
deeJiue progress, the afternoon owing (o eontinn' d selling pressure, 


hut, nr;ur the 

i;lo,se a ?liari, recovery result, -d Iron 

1 ^ea s'.v 

s! radd). 

'. l)uy,iiiR 

uml hour eoverin^ ou forecasts of , colder wi.-atlu'i 
01 <)hiin !4 of fill lie'!?, Amciru’un, t(Mulcii(*y 'iuic't. 

I' in Ti.'\ 

as. 

• 

iVh. 

- 8,7d 

,1 1111,4 - - 8fU 

1 Oct. 


- ’hi) 7 

Murcii - 

- 8.77 

July ' - 8.V> 

1 M ov . 

- 

- 0.00 • 

April 

• 8.03 

AuRUSt - - 

[ Dec. 


. o.ri 

May 

- 8.77 

Sept. - - 0.04 

Jan. 

- 

- 0.%J 

Eayptian 

basis, F.( 

i I . t' . S a ke 1 la rides -Fe 1 , . 

13.80 

; Mar., 

13.30 ; 

April, 13,2.7; 
Sept., 13.77 ; 

Aluy, 
Oct., ]3.t 

.40; .June, 1:1.47; Jiih 
)0; Tsoy. 13,00. 

^ j:hi: 

, ; A UR. 

13.70 ; 

« 


Futuro contracts are confitied to one grade ( V!\Iid.’' for ^ 
American an,# ‘'F.O.F.*’ for Egyptian cotton), and are ex- 
pressed in units of JOG baJe.s. J.*rices are (pioted in pence and 
liundredths of a penny per lb. 

Non-incinbers, not being admitted to tl^io i'lxchange, .must 
eni])loy #>rokor8 to deal fftr tliem. so^titat eacii transaction 
requires the ,ser\'ice.s of a buying broker and a selling broket. 
For this reason a good cleftl ol btisines.s takes |)lace outsitJ^;^ 
.Excltange, Bpinners sometimes contract direct with 
American s]iipp(>rs oi* their agentsdn ordta' to avoid paying 
doiVble brokerage. Cotton l>rokers ?lct not (*n1y in 4i re- 
presentative capacity ; tjiey also dea.I on their own behalf. 

Aimricati CoKon. — The plarAers ato ii? most (‘ases small 
holder.'?, cultjvatirij^^very little eafli. They are largely nc'groes. , 

As the *ec4toi4 is piclved, it is sent to tl»e ginneriee, where it 
is “ ginned,” •Ed. tliG lint is separated from the .scckIs, and 
the dirt and impurities are i»tj)oved. The lint is tbeirioo.sely 
packed into known ^as the “ t>ig bale,” to facilitate 

itw removal' to powerfyl baling presses to ife eoin^iressed further 
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IinplenuMit 

, Pf isMAUL l^LANlliKb Y Dealer 

Factors' x' X X X X X X X X X 


Travellinif \L \ 


I /I / / 1/ 

Ir-t/ Moneytcmler 


Road pi GINNERIES u/ £7' 

Buyers \\ \ I \ 1 I / 1 / / / 

I \ \ '^Loose-Baling, Sampling, / / / ^ 

\A Conjpressing, /Weighing / // 

W \\i/ \// INI' 


New York 


Cotton A> * 

Livf;r|)ool 


;; o p u 

\F ACTORS/ MERCHANT 


L / 


Exchange / \ 

- P v\ 

-Ut.' S:f\ 


MERCHANT 

EXPORTER 


American 

Spinner 


-j^IMPORTER 

J Selling Brokers Selling 

Liverpool <pCottop> Exchange 

(T'^X) 

Buying Brokers 
SPINNERS 


WEAVE|tS 

Manchester 


i VV 


/ Merchant \ ' 

< A 

] WHOLESALE ( ) 

\W A R ipi O U S E E rflP , 


rXPORT 

Direct ur through 
Con} mission A gentr- 



RETAILERS * 

I’lG. 40. -0 kgani/ati(>n,01'' Ovnolo-AmeuicvlN Cotton Tkade. 
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for economy in transj)ort. *8aij,f>(>les arc taken, anil tlie l)«]es 
weiglioc-l niuler supervision — a custom Iii^t^kUia’oiI for tlu^ 

]>rotection of the farmer. 'J'lie samples ai-c siil)mitte(l to Local 
Factors, M^lio })uy of tlie farmers outright, at an agreoil contract 
])rjco per grade, aTul pay cash on delivery. 

Contracts are often made long before the croj)s are ready, 
by which means the planter is relieved of tlie anxiety of being 
able to sell at a satisfactory piice ; l 4 >r the factor must stand 
to his contract, and if prices decline afterwards he loses, not 
the planter. 

The factors- often linance the jdant^'rs by aihancing tliem 
money on the seenrity of their coming crops, find not infri'- 
puently exi)li)it tlie borrower's inability to repay as st i])iilated 
by agreeing to acccjit |)aymeift in cotton, at an unfa\’ourable 
price. The local dealer in im|)lements, fertilizers, (.‘tc.,and tlie 
landowner, not to mention tlie uj^iipiitous nioneyieiider, have 
• lieim found to take a, similar ad\^Antage ; bn^ sneb tilings are 
not only seen on the cotton fields. 

The factor disposes of his piircbasos t*!"* 

(a) an ydand MiMvhant, or 

(b) a Merchant Shipper, or ^ 

(c) the^^ageiit of a Liverpool Importer. 

Tlie American inland and. s)ii(.)f)ing ^mercliants alike siip])ly 
American Spinners, and sinci^ in the orUinary course of Imsiitcss . 
they hny liefoi'c they sell, tliey are exposiMl to tlie risk '(j^ tlic* 
factors were hut on a larger scale) that when they eomc' to sell 
the market price may have declined to less than the ligun^ 
at which tli<\v bought. They friHiuently ])!‘ot('Ct thi*msv‘K cs 
against t^iis risk by an ojieralion knoM ii on tlie cotton exchanges 
as ‘ ‘ hedg^ing. ' ' ( See ]> . 43Q. ) 

American Shippers export to Liverpool i;ithf‘r on coiisign- 
^ merit or against lirm orders*; in otlier w ords, •Liverpool 
Importers may act as commissiivn agiaits or as merchants. 
But quite a iiumhiM- of American shippers^ iiave establishi'd 
agencies iJ Liverpool in oi-di^r to get inbo direct iMintact w itii 
htiyers here ; on the other Jiaial many Liverpool import^ 
merchants have their own brfvin^ agents aj: t he XLS. southenr* 

Straddles. A ‘Lstraddjo is a speculation on tlu’ gaps 
between prices for ‘'futures ” deikyerairlo different jieriods, 
or on tlie .irtJns between tlu^ nrices of (hfferent urad(»s of 
produce. 

glance at.^tlie cot toiT report on p^ 4:^5 will show that 
‘‘ ifciture prices foi\ hear date» n^ay differ 'considerably 
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iv(7m those ^for difetant datdj, These gaps, like all other 
price mov^nnefits, are due to causes of wl>ich dealers are 
more or less cognisant, and they provide opportunity fbr 
speculation. 

Suppose that in Feluaiary a dealer 

ihiys 100 b/s cotton for April at say 8.(Kld. per lb. amZ 
Sells 100 ,, ,, ^ August at say 8.99d. i)er lb. 

It is immaterial to him whether prices as a ivhole move 
up or down^,* but subsequently the gap between the 
quotatioiivS fiir April and August cotton becomes less, he 
can mal^e a profit by reversing his deal, thus : He 

kScllrf 100 b/s cotton for April at say S.20 
* (or perhaps 9.30. ] and 
l>y Vs 1 Off b/s cotton f5r August at say 8.99 
[or perhaps 9.33]. 

Wiiereas the gap was 36 points, it is n^nv only 13 points, 
which means thaii he has made a profit of 0.23^/. on every 
lb. of the 100 bales boi^ht and sold. I\it)ther words 

fijC prices 4^8 a tvJiole Imre falloh (X8 above.) 

■ He i^is bought at 8.63 to soil at 8.20 - losing 0.43d. per lb. 

and has sold at 8.90 to cover at 8.33 - gaining O.OGd. ,, 

l.diorcfore ho gains on the straddle 0.23d, ,, 

or {if ike prices as a whole have risen as above) # 

he sells at 9.20 - gaining points, tyid 

buys at 9.33 - losing 34 ,, 

* 1 . ■ 

R(\sultant gain 23 ,, on each lb. 

« 

It will be evident tliat unde?r other conditions afid market 
tendencies the speculator woyld alter hLs tactics, e.g, by 
first selling near tend buving dislant futures. 

" f ^ * 

Options .-ir- An option ” is the right ta ratify or /cancel 
within a specified time a contract, the conditions of which 
are determined at the timaHhe option is given. 

The grantor of the option receives remuneration in the 
shapp of a premium (say a round sum ^f 2^s, per “ unit/’) 
without which his undertaking <0 keep* the^ contract open 
^ would be of no* l^gal effcjct.** The option and’ the contract 
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of sale are distinct agreenniftts, each* of which requires 
separate consideration. 

An* option to buy from the merchant or broker granting 
it is known as a “ call option, whereas an option tq sell 
is called a “ put ” option. A ‘‘ double or '' Put and Call 
option, for which in most cases double premium is (diarged, 
gives the grantee the right to sell t>r buy as agreed within 
the period specified. 

The Economic Effect of Speculation in^“ Futures/' — 

Whatever may be speculators' motives in rogArd to dealings 
in “ futures^” the latter offer undoubted advantages to 
genuine trade and industry. 

The introduction of “ futiwes ” naturall^^ results in 
a considerable extension of the market, wTierebJ^ as rule 
every intending buyer or seller may*lind some one willing 
to meet his roquipements at market price. It is immaterial 
tp either party vvhether the otlier is eiTe(?cive ])uyer.or seller, 
or merely a speculator ; the mam thing is that on th(' 
“’futures” market he can immediately relieve himseff of 
iJie anxiety of finding a supplier or a customer as thij case 
may be. If the .other party does not wish actually to re- 
ceive or deliver goods in execution of the contract, *ho must 
and can easily find another buyer or seller to take his place. 

It is also claimed for ‘‘ futures,” that where the number 
of speculators is great, violent fluctuations in price, which 
might pfove disastrous to the produceiv or consumer, if 
they were in direct contact, is likely to be distributrf^d over 
a number of different deal(?rs. • 

* * * 

"•Moreover, the (instant counteraction of bulls and bears 

tenefe to keep ptices to a true econorffic level, for by merely 
gambling in commodities, without ^regard to the actual 
stai^ ^*»f thg market, dealers wo\ild risk having to cover 
their obbga4ions at great sacrifice wlien prices rebounded 
to their nafurai level. Thus, by persistent ‘‘^hort” 
selling, the iieenPB may Succeed in depressing prices, but 
t5ey huve to cover* their obligations *sOone^ or later by 
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buying exact! the .^ame qua*htity as thoy have sold. Only 
the irnportttr af.d producer, who bring actiu^l supplies on 
to the market, arc able to ciTect a permanent reduction in 
priccjs — which is just what they do not want to do. 

Hedging. — One great adAoxiitage which bona fide traders 
and manul‘actiH’(U‘s secure from futures '' is the 

opportunity which they provide for '‘Hedging-” against 
fluctuations in prices.^ The 'Miedge” differs from other 
forms of specjilation in tliat its object is not to make 
profit, but to insure against a l(^ss. 

So, for example, the merchant importer of wheat or 
cotton, having ms-xle pureXases in the country of 07*igin 
(t^roggh agents or otherwise) at a certain price, depends 
upon realizing at leasV sufficient from the sale c.i.f. of each 
shipment to cover tlic cost, plus freight, immrances, charges, 
and a margin for profit. If prices fall before he has sold, 
all his trouble rnax" resul^in a loss. But since a drop in prices, 
wouicibe fa\^)urab]e to€ '' bear ” speculation, the merchant 
niay Xisiire against such a contingency by selling " futures ” 
on the least sign of a drop. Now, if prices decline sub- 
stantially, what he loses on the sale of his own arrivals he 
will win back again on the " futures^,” 

Similarly, the miller or cotton spinner may (a) contract 
forward for liis supplies, or (1) prefer to wait his own time 
and hiiy just whi'.t he w^ants in the spot marke|^, If he 
choosesfcthe latter couVse he can nevertheless insure against 
f rise in prices by buying “•futUfcs.” Then if prices rise 
he will will on the “ futures ” ivhat he»may have to lo'Su 
from having lo pay dc*arly for his supplies, 

III -Effects. — Like all good things, dealings in futures ” are 
capable of being used and R-tiused. Tli(» opportunity they 
offer for all sorts of people to dabble in business \^hose only 
reality ^coiivsists of the differences they wdltpajf to or receive 
from the brokers thejr employ! This attra^ts^A number of 
outsiders, whose lnfluen 4 ^e fe to produce erratic movemeifts 
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rather than to stabilise prie^*fe. An ^JTcctive ^‘coriMvr/' 
backed by su^ieiently largo financial inf:er#Rts,*niay Ining 
about a long period of (ligh prices, but a cortij)lete monopoly 
is dilliciilt to inanfeiivr(>. On more than one oecasion a 
corner in cotton at New York lias r(isulted in the shipment 
of American cotton from Liverpi^ol back to tlu’; United 
States. 

The most, disastrous effect of bearing ” is not the 
temporary depression of pric^^s, l)ut the tr^idency it has 
to bring aliont a formidabh^ rise in priees whcai tlie bears 
seek to cover tbeir obligations. Hearing is always a much 
more dangerous form of specukition tluin Iniliing, for the 
bear has to cover his o])ligatioti, wbatcver Tt maj^cos-t him, 
and it is possible for l)ears to go (fA selling merrily and 
rejoicing at the continued decline in prices, not knowing 
that they have already sold more than f/ill b(> available for 
purchase by th(i' settlejnent. Spec^ilators are usually well- 
infornied ; l)ut their calculations lAiy be ups^'t by sudden, 
(bsaster to the crops through hail or Idight. 


Kxkkcisk 15. 

1. (iivo a shod account tlio oi’igin of (a) exchange 
dealings and (5) sales by auction. 

2. W^at kinds of goods are sold by auct !>>n, and wl^y ? 

• (S.A^pc.lT.) 

3. Wlnit sort of biisinf^;* is •transact e<J- op the exchanges* 
wliy ? Name s#rne noted exc}iang('S. 

4? (a) Meiiti(Tn three, commodities n^ually sold by standard, 
and three eommodit ies visually sol<l by sam])lr‘. Can you 
suggest; any loaROTi why some«:K)inm?)(:ijtit3s are cnstornarily 
solfJ^by" stauilaol aiTd othens by ifainple ? (H.A.tpc.1 11.) 

* {h) What €>the*‘ riiotbods exist for determining the tpiality 
of goods ? Gite e:!j^uri]iles. 

5. J^xi>laii¥ ’ “^ro arrive,” “ tale quale,” “ order 
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Describe the ^'OrganizatCpn of any wholesale market. 
{Mentimi tJ^r p, ovisum market. ) f U.E.I.tpc.l nt. ) 

7. Wliat is meant hy a contract for “ forward delivory ? 
Sliow liow sncli. contracts may benefit {a) produceus, (b) 
intormodiaries and (c) consiuners. 

8. Distingiiisli botwoon (a) logitiniato business, {b) specu- 
lation and (c) gambling. ^Give examples. 

9. Do you consider the speculative foi'wai’d contracts servo 

any useful economic function, apart from yielding profit to 
individuals ? .^ » 

10. What am futures " ? Stale argumonls for and against 
tlio State suppression or control ’)f speculation in futures.’’ 

11. U b at is a Produce Glearing House ? Descvil ’)0 its 

advantages 4)y coiruparison avith conditions no s\ich 

orgaiiizatio:! exis . s, 

12. Write what you bnow about the distribution ot Cereals. 

13. Cotton. 

14. I ^ ,» ,, Coal. 

15. M 1 »» Metals, 

t 16. .Ex])laiu (a) Bulliiig, {b) Bearing, (c) 0])tions. 

IT.'^'Give an example of a straddle ” speculation. 

18. SoTiietimes a manufacturer, or a trader, will deal in 

“ futures ” as a hedge.” Give an exainplo of this, and show 
how it operates. (S.A.Lpc.in.) 

19. Compose a letter, as from a cotton broke r in Livorpool 
to a correspondent in New Orleans, giving details of tlie 
arrival of American cotton in Liverpool and tlio consequent 
fall in prices. Adyise })im to make largo purchases in view of 
tlio probalile revival of business in the near future. 

{U.L.C.e. and C.C.4.) 

20. Most commovlities pass through many liands before^ 
reaching tho ultimate consumer, but atternpts at more dirf^Ci. 
trading are not always^ successful. AVhy is tb’s ? (S.A.tpe.ll.) 

21. Certain commodities are cnsljomarily quoted “ Spot,” 

and also for thrco niontlLs alr^ad. What is t]ie object pi this 
double price, and how does it'diffor from tLe double price oai the 
Stock Exchaiigo ? ^ (S'.A.tpc.lJI ) 

22. What arc the principles on which a Clearing House is 

workeu ? Apart from banks. • what trades, industries and 
occupations use clearing houses ? " * ^ (S.A.tpc.IL) 




ABBREVIATIONS. 

Latin Expressions. 


Ad Ub. 

ad libitum 

at pleasure* 

\id val. 

ad valorem 

at (cm) t}ie*valu 0 . 

a.m. 

ante meridiem 

before Vioon.# 


bona, fide 

viith good faffli. 

B,Sc. 

baccalanreus scieMm 

bachc^lor of science. 

Cantab, 

Cani^brigiemis 

of Cambridge. 

cap,, c. 

caput 

chp^iter. 

ccrit. 

cemkiifb 

a hundred. 

cf. 

confer 

c()m})are. 

circ.j cir. 

circa, dr cum 

about. 

con. 

contra 

against. 

d.^ 

denarius ; denarii 

penny ; pence. . 

II D, 

dirinitqtis doctor 

doctor of divinity. 

e.g. 

exempli gratia 

for the sake of*example. 

el al. 

et alibi 

and elsewhere. 


alii ( a lw) 

and others. 

etc. 

et caeteri (caeterce. 

and the rest, and so 


caetera) 

forth. 

et seq., sq., sqq. 

et sequentes (sequentia) 

and the following. 

ib., ibid. 

ibidem 

in tt^ same place. 

id. 

ule/m 

t.he same. 

i.e. 

id est 

that is. 

in tram. 

in transitu 

in Irapsit. „ • “ 

pound ; pounds (weight). 


libra lihrtv 

LL.B^ 

le(\y,m baccalaureus 

'^aehelor of laws. 

LL.D. 

legum doctor 

doctor of^iaws. 

£ 8. d. 

Ubm ; solidi ; denarii 

pounds ; shillings ; 

• pei^ce. 

M.D. 

medjiomcc doctor 

doct or of mt?diei ne. , 

mcm., memo. « 

motnorandum, merrfp- 

things to be remembered. 

: ■» 

rai^a 


N.B. 

notcihene 

note well. 

VJ E 

43;r 




434 

ABBPvE|lATIO]SrS 

new. con. 

neniinei contradiii^mte 

no one vSpeaking against. 

nern '. diss, » 

nmiine disse>itiente 

no one dissenting. 

A'o. 

tfUinero 

niirnbor^. 

Oxon. 

Oxonia 

Oxford. 

per an. 

per annum 

yearly. 

per ceHt. 

per centum 

b\' the hundred. 

per pro., p.p. 

per procurationem 

by procunition. 

Phll.D, 

philologiie doctor 

doctor of pliilology, 

rhj). 

ph ilosopkitje' doctor 

doct or of philosopliy. 

p.m. 

post meridiem 

after noon 


prinm facie 

at the first look. 


pro for mo* 

for form. 

pro iem. 

pro tempore 

for tiic time being. 

prox. 

pro.riwo 

next ; of the next month. 

P.s, 

post sc ri plum 

wiotten after ; postscript. 

g.v. 

quod vide 

which sec. 

re < 

■ in re ’ ' 

in the matter of. 

tnl, qnal. s- 

lali-s qua! is 

such as they are ; just as 

(bfteui written “ tale ctnale 

they come. 

ult. 

ultimo 

last ; of the last month. 

U.8, 

uf supra 

as afvovc. 

0. 

versus^ 

against. 

viz. 

videlicet 

imn'.elr/ ; to wit. 


Terms used, in luvoicA and x4ccounts. 


vv 

a/C 

account. 

Cr. 

credit ; creditor.’' 

A/C 

account current. 

C/N 

credit note. 

amt. 

amount. 

cwt. 

liundred weight. 

A/S 

account sales. 

D N 

debit notes. 

(cV 

at 

Dr. 

debit ; debtor. 

B/ (B s) 

bagfs) or bale(s). 

D/y 

delivery. 

B/S 

'■ biile-nce sheet 

cl is. 

discount. 

Bis. 

bales. 

do. 

ditto. 

Bx(h) 

box(es).< 

E.E, 

errors es;f.*epted. 

busfi. 

bi,isli(^l(s). 

E. & 0.1 

errors and omii 

b/d 

brought down. 


sions excepted. 


brought forward. ' 

fwd. 

forward. 

Cl (C/s) 

easo(s). 

hhd. 

r hogshead. 

c/d 

carried down;. 

0. 

o 

per cent. 

c/f 

carried forward. 

loo 

per raille ; per 

€.0.1). 

cash on delivery. 


thousand. 

C.W.O. 

cash with order, f 

P/C 

prices currpiitj^ 

AA. 

Chartered accouh- 

Pel. 

parcel. , 


' tant. 

Pcs. 

p^ece'’.. 

Com. 

commission. 

Pd. 

paid. 

Con. ' ^ 

contra. 

.Fkgq. 

j^ackages. 




abbrevtatton?^ 


P.O. 

Post Office ; postjUl 


registered. 


order. 

retd. 

retnriuxf. 

P.R 

parcef post. 

Rly. 

ralTway. 

lieecl. 

received. 

wt. 

weight. 

Rect. ' 

receipt. 

y<i* 

yard 

Ref. 

reference. 



Terms relating to Baiikinc 



Ace. 

acceptance. 

yi.o. 

money order. 

aitt. 

afficfavil . 

?n/s , 

months after sight. 

a/s 

af(er sight. 

n;a. 

no ^(U'ice. 

B.B. 

bill book. 

N.a. 

noii-acce]dtanee. 

B/G 

biil^j; for collect ion. 

• nio 

no efhx'ts. 

B.D. 

bills discounted. 

n/f 

no funds. . 

B/DB. 

1)0 Ilk draft. 

NWN 

not t(%]je noted. 

B/E (Bs/E) bij!(s) ol ox'clianjjjo. 

X/0 

nw order’s. 

Bk. 

bunk ; book. 

N.P. 

Notary 

B.O. 

bx'ancli office. 

N/S 

not sufficH'nt. 

B.P.B. 

bank post liill. 

r/x 

j)roinisso!‘y note* 

C.H. 

(/Inuring t louse. 

RID 

refei' to drawqa.'. 

D/D 

deniaud di'uft. 

R.O. 

reeeiving*or(l(‘r. 

,(ld' 

(lays abin date. 

O.R. 

Oiricial Beet'iver. 

dff. 

flraft. 

T.M.q 

t elegratdiic j noney 

D/H 

deposit I'O'cc'ipt. 


ord»r. 

H.O. 

liead office. 

T.T. 

telegraphic tSfins- 

j/.r 

joint account. 


fer. 

m/d 

mont hs affx^r dab'. 




Terms relating to Traii.'fport and Insurance. 


{^a.r. 

against all risks. 

D/VV 

dock wan^nt. 

a/or 

and or. 

Entd. 

entered. 

arr. 

arrival. 

Exd. 

examined. 

B/L (Bs 

:/L) T:>il](s) of hiding. 

F/P 

tiro policy. 

C/P 

charter-party. 

f.g.a. 

foreign general 

C.R. 

carriers risk. 

• 

iivorage. 

&:p, /■ 

cliart erers |Biy dues 

f.a.a. 

free of all a.verage. 

C. (fe D. 

collect) nu and do 

f.C. & f 

ilree of capl ure and 


livery. 


seizfire. 

C.C. 

continuation 

F.L.N 

following landing 


clavLsc^ 


numbers. 

Dbk. 

dpafvdHiclc. 

A 

goneraraverage. 

d/W 

deadweight.. 

Insce. 

iasurancP-. 

D/0 

delivery o/der. 

DC. 

label clause^ 

D/C 

deviation clause. 

MjO 

marginal clause. 

Ct, 


2i?2 
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H/R 

mate’s reweipt. 

8/N 

shipping note. 

O.H. 

^■psv!ier\s risk, 
partnailar average. 

S. to S. 

station to station. 

F;A 

s.p.d. 

sfeamer pays dues. < 

r.pj. 

policy iii'OoC oi in- 

ss., s.s. 

steamship. 


terest. 

s/v 

steam yaiih't; 

R.I. 

ro-insiii’ance. 

U/w 

undervvu'iter. 


rinming-down 

VV.O.B. 

was 1 i(‘d over board. 

s. 

cla-iise. 
sailing ship. 

W/W 

vvaT’ehonse vv^arrant. 

Terms relating to Foreign Trade. 


A/S 

ac'Qonnt sales. 

f.a.q. 

fair average quality. 

c.f.i. or 

cost, iiisiimiice and 

f.a.s. 

free alongside ship. 


freight. 

f.o.r. 

free^on rail. 

c.f. 

cost and freight. 

f.o.s. 

free on ship. 


0 inti gramme. 

f.o.t. 

free on truck. 

cm. 

fCeiitirnotre, 

hi. 

hectolitre(s). 

D/A ^ 

' docn i non t a gainst 
acceptance. 

H.M.n 

His Majesty’s Cus- 
toms. 

D/P 

documents against 

I<g. 

kilogramme(s). 

payment. 

km. 

Jdlo,motro(s). 

L/C 

letter of credit. 

M/I 

rnargi nal int erest. 

£F 

Fg y pti an po uu( 1 (s ), 

m. 

metn‘(s). 

:£T . 

St 

Tui’kish p')ii^.(l(s). 
Dollar(s). 

n/m 

not marked. 

Terms relating to Finance. 



Back 

Ba( ‘k wardati on. 

I.R.O. 

Inland RevTiiiie 

B.T*. 

Bills payabl(\ 


Ohicef 

B.R. 

Bills reeeivalde. 

Iss.* 

T:-V^tje. 

C.B. 

cash ]) 0 ()k. 

T./A 

letter of autlioiFy. 

C/ni 

call of more. 

L.S. 

I^atin : locus sigcUi 

Consols 

Consolidated An- 


-- the place of 


nuities. 


the s^al. 

ciim diT’. 

with dividend. 

P/A 

power of attorney. 

. Cy. 

currency. 

,Shr. 

shar(\ 

■ ex cp. 

wi t h o ut ’c ou poi I . 

x.e. 

ex coupon. 

ex div. 

without diva ( 1 end. 

x.d. 

ex dividend. 

cx in. 

wjjthou't int^?rest. 

X in. 

ex interest.^: 

ex new 

without tho right to 
takcinew shares- 

X, n. 

ex new. 



INDEX 


A. 

Al)Sov|)( ioli, 22. ^ 

AiM*e])i aiKM’i jls, 2n(>. 

Af(M'[itaiL(.'c\s oil a/c of cus- 
loiiu'ixs, 102, 30(1. 
Account, cuij'cnt, 300. 
tica lings. 40, 52. 
sali-'s, 300, .’101, 383. 

Active, partner, 5.* 
Ailjustiuont of averag'<s 231. 
Ad raforetn ?10. 

‘Advances, against docuinents, 
303. 

1)V lianks, 104. 
imviro note (sliipping), 273. 
.Arfri'iglitment, 204, !il3, 227. 
a.a.r., 233. 

Agency? 3 15. 

..A Hot n lent, 05^ 
Arnalganiation, 22. 

Anua'ican iKjokl^oepiiiii, 77. 
Anaorlisatiori, 70. 

Ajiplieation, (>5. 

Arbitrage, 151, 154. 

Articles, of association, 15. , 
of [lartnersbip, 5, 

ATictioQ, catalogues, 375-0, 
^184-5, 387- 
sales, 372, 380, 394. 
Auditor's cei'tirigate, 70, * 
Av«rag?e (da use, 79.* 

Bacdvwai’d atiori , ‘:^8. 

B^iilee, 163. 


I JalaiD'c, or irage 151. 
sliC(d, 70-77. 

* Ikillic ! 7\( liangfN .390, 422. 

! Hank, ])alan('i‘ slu'ets, '90-99. 
j • bills, 10<^. • 

I • (diarter A(»t, 900 94. . 

deO nation of, 83.*^ • * 

drafts, 292. 

Hanker s ruM^eptanei', 300. 
Hankers (^ii'posit rat(\ 102. 
Hanking, after 1814^14, 

facilitic’s at lionie and 
'iy.)if)ad, 1 10, 112. j 
in Hngland la^iore l‘8*!t4, 
oi igin of, 84. . 

Hank, of Hngland, 80, 
reserve, 94. • 

return, 91. 

K('strietion .Vet , 88. 
rate, 132. 

» Hanks’ niontblv statements, 
90. 

Hanks, sei’idces of, 100. 
/7a/((/Ufc% de jdaccmenl, 112. 
de ,‘ipecfdaii<)n, 112.* 

• Hargain lioojv, 15. ‘ 

Hearer, securities, 30. 

wayuuk^, 37. 

Hear ing, 423. • 

Hill Brokers, 125, 

•JVill of Lacking, 204. 

* iiid<aiiiiity for ^leal:l, 213. 

^ indemnity for lost, 211. 
and j)«11icy, 227. ^ 

preparation of, 212.* 

Hill o^Siglit, 257. 
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Bills in a set, Ii07. p ,1 

Bonded NVr^rehousos, 2o7, 

Bond (CuslornsT, 263, 

Bonds, 26. 

Bounties, 243. 

British, exj3ort trade, 313. 

Govt, securities, 26, 
im]<oi-ts, 346. ^ 

Brokerage, 379. 

Broker s bought mde, 377. 
Brokers, and tiudors, 3S6. 

Tdoyd s, 223^ ' 

shi]>, 20S. ^ 

Broker's sold note, 366. 

Bulling, 423. 

Bullion market, 126,- 146. 
Bunker coal'eertifi<'ate, 250. , 
Bureau V'l^ittas, ^23. 

Buyiifg a ousinoss. 55.” ♦ 
Buying-in anil solling-oul, 50. 

G, 

Cable routes, 338. 

Callimouey, 108, 

C vnal.traliie, 160, 170, ltt7. i 
Capital, and rev'enue, 63. 

issue of, 64, 101. 

Ca ptain’s^ ])rotost , 246, 

Cargo, liners, 202, 
sheet, 211. 

Carrifige a/e, 183. 

Carrier’s Ki'ii, 168. ' 

Carry-over, 47. 

Cartel!, 20. " 

Cash, against documents, 264. 

dealings, 46. 

//creals, 422. 

Cert hi cate, to commence husi- 
ness, 16. 

of incorporaVion, 16. 
of origin, 276. 

of survey,^ 2 68. « 

Ceiiilicatioji of transfer, 36. 
Chambers Of commerce, 314. / 
Charter, pafty, 214. 
traffic, 213. 

Cipher telegranys, ,34(). f ^ 


Cfairns against carriers, 166, 
168. 

('■lassilieation h’ailway), 175.' 
(Causes in hills, 307. 
Clearance, inwards, 246. 
hibel, 250. 
outwards, 250, 

(Mearing, bills. 151. 

houses, 116, 174, 414. 
Closing dates, 202. 

Coal, 360. 

exchange, 366. 

Coasting steamers, 161, 204. 
/k>de language, 336. 
Commeice, 2. 

( /oinrnercia i , ( /oi’pi >ra tioi i of 
London, Ltd., 113. 
sale rooms, 386. 
Commission, agent, 318, 351. 
s t « k 1 ) r o ke r V , 45. 
unde I’w lifer's, 66. 
Community of inlerests, 22. 

( U )n \ I )a .1 ) i o4', *i 0 , 172. 

Aets, 1:L 

results of tlieir formation, 18. 
I Com|»eti(ion and coalition, 16. 
Cousigivnnmt Note, 180. 

( 'onsiguiifents, 316, 350. 
Constitution of tlie firm, 3, 
('oust rue live, industrj'es, 2. 

to to I loss, 229 , 

Consular invoice, 278. 
Contango, 47. 

('ontinuation note, 48. 
Contract notes, 45, 3L*5, 377. 

stamp duty, 46. 
Co-Operative insurance, 220. 
Corn, 422. 

exchangfi, 366. 

( 'orporate bodv, II, 108.-^ 

C. v^ f., 320. 

C.i.f.; 320. , 

Cotton, 42. L 
Coupons, 37' 101.' 

( ■over Note, 22.5.*^ 

Credits, 294-208^ 

‘Ore\':, engag^miept of, 250. 
^^Gurn” and “bx,'’ 40. 





439 


Currency iiol es, 3 40, 

(Justody of valuablos, 102. 105. 
Oust on 1 II ouse , *2 4 5 . 

1). 

il rail f roi gilt , 215. 

Dear and cheap jnoney, 132. 
Debentures, 30. 

Doclvload certitieate, 240. 
Declaration, of origin, 275. 

of options, ^0. 

Deed, of ])artvi('rship,, 5. 

of transfer, 35. 

Default, 37 8 j* 

Deferred sluires, ,32. 

Del crodoj'o, 310. 

Deliv ery, 378, 
book, 208. 
onk'r, 210, 271. 

Demurrage, 215. ^ 
Do])artment of Ov'erseas 
. Trade, 313. ^ , 

Depot system, 151). 

Direet, service 's, 2. 

Irading, 3.35, 340, 362. 
Discount, liouses, 125. 

and money rates, ^30. 

■ securities isstied at, 30, 
Dispatcl^ money, 215. 

Dock, duos, 200, 
w arrant, 271*. 

Documentary, drafts, 200. 
credits, 204. 

Documents, against ac(’ei3t- 
anee, 3T13. 

against payment, 200. 
Dormant partner, 5. 
v>^4uble, insurance, :^{7. 

account sv-stem. It. 

Draff, 301, 303. S54. 
Drawback, 202. 

Dumping, 241, 242. 

E. . 

Early deliv^ery, 378 h 
•E rnoi’goncy 11 jil o.s ,• 5 i 
TGpclosures, •32'? 


{^J^jiitcrprii^e, 55. 

Entr(!j^ren('ur, ‘i. 
lOntry, and clAirance of 
252. 

anrl- clearance of ships, 244. 
Escrow, 101 , • 

Kxebange, cla.ust^ (liills), 307. 
banks, 288., 
brtikers, 1 25. 
t^xchanges, 305, 307. 

Excise, 200. 
lixpc/ft , credit*#, 204. 
houses, 317. 

]).nc('s, 310-32t). 
transa<*l ion , 32S- 3‘{r>. 

Ex ware} I on so, 320. 

V. 

I'tice value, 30. 

Eairs, 370. 

Eid el i ty ^ i a ra a t vc , 48 . 
l^’inajiCi', 82. 
banks, 112 . 

biilfe, trvi. , 

committee, 00 . 

Einancial, crisis, 04, 1.30. 
rctvirn, 00 . 

/■3inu>r'a>^r^c////.s‘6(^n/L:, 1 * 12 . 

Firm, 4. 

Firm orders, 301. 

Floaters, 38, 120, 

•Floating policy, 79, i?35. 
Foreign , ag< aicy , 3 1 5 . 

buyer's ¥..K. ollico, 310, 
cbeqfie, 201. 

exchange market, 143 
287. 

iuterests in companies, 10 . 
rnai'itif act. u rers , 3 48. 
telegrams, 33?. 

Dorfei^ed simros, 65, 71. 
Morins of businesa units, 3. 
Forward, oxchan^ contracts, 
, 152., 

deliver^q 402, 405. w . 

'' Forwarding and shipping 
161^ 100, 274, 308, 
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(i. 

GeuemJ, 

"' ships, ^02. 

(Ult-cdgt^d soiairith^s, liS. 
l.hvfa‘s-on, 48, 

Gol(r]>oiMt, I4t). 

Goldsmiths, 85. 

(.Goodwill, 58. c ^ 

Grading, o97-8, 404, 408, 4i4, 
425. 

(Jroen fruit, 587. 
(hiimhinq^ihanL*: 112. 

il. 

1 fami. ])ri(‘os, 51. 

Haute hauqutt, 112. ^ 

Hedging, 4J?0. ^ 

57.Tr , 

Homo and Fonagii ('Kxluct' 
I'^xoliange, 50(5, 105. 

Ho]^ ] exchange, lOJOy 
Hypotlua^ati<»m 272, 504. 

^1. 

orodits, 200. 
and Ivxfjort Ijist, 254. 
t ransael it)ii , 552-50 1 . 
iliiportof and Hie mavkels, 
560, 

Imports, sale of, 571. 
iTicome tax, 58. 

1 rionrporation, 1 4 . 

IndOiit-s, 525, 551. 

Indiistry, 1. 

lullaticvi of bank credit, 157. 

, ].u(|uirios and rpiotations, 522, 
328-550. . - 

Insoribed securities, 55. 

Inside brokers, 52.* r 
Insurance, 77, 219, 
broker, 225. 
dovelo|>m/^nt of, 221. 
of railwa'y trallie, 101. 
receipt, ‘274. ‘ , t 

agomst redemption at pvar, 
40. 

slip* 224, 226. . 


Interest, bills, 505. 

and dividend, 50. 

Interim balaiu^e .sluads, 77. • 

I ntermediai if's, 50 1 . 
lu\('stm(‘nt in bills, 152.' 
Invoices, 526. 554, 580, 582. 
Iron ami vSkhO, 40S. 

Issue of capital, 61, 101. 

J. 

.lohlier's turn, 14. 

Joint and several liability, 4. 

K. 

lvai t<4h 2o. 

■ Kites,” i05. 

Kaiuftiofttl , 0 . 

L. 

1.. (a T 1 d ( a I ’ f i < V s A c t- , I (H . 

1., ajjding, 251. 

account , 260. 
l)Ook, 268. 
order, 256. 

Lay <lavs. 215. 

Letter, of credit, 200. 
of regret, 65. • 

of ♦?eiumciatipn, 68. 

Lion, 1 05, 168. 

Light (‘rage, 212. 

\j i m i t(M 1 , li a bi 1 i ty , 15, 
jiartiiersbip, 7. , 

Li(piidator, 1 1. 

l^i vcrpool Hroduce Kxebange, 
' 506. 

IJoyd's, !I22. 
liOavh'd van s^-alc, 105, 
Loading, 211. 

ivoahs, to cpr|)orato bodies, 

108. r 

seeurit y for, l65.« 

Jjocal earl ier', 1^5!^. 

J.iOco pricey 520. 

1.. 0riibard Street^ 129. 
'Lombards, 85.* 
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London, a hanking conlroj 1 IMorti^a^e, 107. 

117. dohcntuni, iiO. 

• bankiiig sy.'-^rytti, 110 125. ;V1os1.-favoin'v*(hN^\t i(>n claivit-y. 
Iron and Stncl bixchango, 277. 

400. Mofoi* sliijis, 20 L 


]iarity, 154. 

Stocl: Lxchango, 2S, 40. 
Wool l']x(‘hango, 080, 088. 
Lot, account, 270. 
money. 07 !i. 

M. 

.Made in (lennany, 040. 

.Mail ])aekefs, 20 i. 

Management shares, 02. 
Manifest, 208, 250. 
Manufacturing industries, 2. 
Margin (foreign hills), 0O4. 
•Mariin^ insurance, 221-207. 
Market, diseoun# rate, 101. 
utility of, 071. 
value, 00. 

.Markets, kinds of, 070. 

Marking, 44. 

Master's Declaration , and ! 

Stores Lon t en t, 247. 

Mjite's re(a'if)t, 201^ 

.Meet ings of siiarelioldcrs, 12. 
Mernot.and 1 1 tn , of assoeiat ion , 
14. I 

of charge, lOO. 

(Lloyd's policy), 201. 
Merchandise Marks Act, 040. 
Merchf^d vShi|»piTyg Act, 105. 
Metal klxchange, 090, 41^. 
Miiicing Lane, 006. ^ 

Mininunn subscription, To. 
Ministry of '’rran^sort, 105. 
Miiit par of ^'xchange, 145, 
200 . 

Mixed consignrnents, ISO. 
]\Vai*u>y, market, 1^8. , 

rates, •LlO. ] 

Moneylender, 112. 

Moneys, Bntisb,^and foreign, 
281-287. 

Mnratorinni 140. 


.Mutual oOice, 220. 

N. 

Name tick el, 45. 

National Debt, 25. 

Net^pT-iee, ,027. 

N n 1 i 1 1 a 1 j ) a r tp er , 5 . 

Nominal value 
Xou-terrous metals, 410. 

I North .Afiiean fModv'^, 000, 

!• Xotas'ies* 108. ) 

I **0 

I Oriieial List ((iistnms), 254. 

I Oil ships, 201. 
j One uafn eompan;;, 10. 

Ofien, (*rodi[, 200. 
draXl , 000. 

]T|)licy^ 205.^ 

Of)tions, 48, 428. 

Ordinary, partner,^ 5. 

siiares, 02. ' ’ 

Oi'ganization of North African 
])roduce trail e, 005. 
Ostensible partner, 5. 

Outside brokers, 52. 

Outward dues, 25(T. 

Ovei -due market, 207. 
Owner's Tisk note, 165. 

P. 

Par, ot exeliange, 145, 200. 

of seenrities at, 00, 00. 
red on r| > t io ii* at , 40. 

Parcel 159. 

Parft.y prices, 

Particular, avemge, 229. 

charges, 200. * 

Partnership, 4. 

Passenger train, .goods and 

«ra, reels bv. 1 
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Paw’nbrokiiig, 86. 

Petrcfle. am f , ^01. ' 
rl^jn lan/raa^e, 

Pledge, ICO, 

Policy, assigninonf of, 233. 
claiuis iiridec*, 234. 
and eoTitraet of ail’veiglit- 
lueni, 227. 
tloaiing, 7 lb 23?». 
j mai'ine, 22l), 355' 

Port, of London, 266. 

rate. 206. ^ 

• HO rv ices, 208. f 
l*OMtcd at Lloyd's, 221). 

•Post Oltice, reniittaTices bw 

2s;.,.- 

Savings 15a rfk, 11 4* 
Prefei’OTV'c sltares, *52. 
.Profinr?nar\^f.'xpeiises, 645, 71. 
I’nanimrs, sfv.'nrities issued at, 
3!), 66. 

itrevontion of Dvunpiiig, 241. 
Primitive iTiarkcts, 370. 
Pririeipal at id ag(MU, 351. 
Pi'ivaje, (;oin party. 10. ^ 

51. ^ 

. notvaiatiori of Ivills, 300. 

R. 

tladius agreoniout:, 58. 
Railway, and t.^inal Pranit* 
Act, 165, 173. 

Clearing House, 174. 
Commissioners, 1 7<3-4. 
competition, 104. t 
rates, iixation of, 179. 
♦5'ates, how to chr^ek* 

R a tos T r i bi mal , 1 0 6. 
transport, 100, 170- 107^’ 
Railways, Act, *j.05. 

Govt, control of, 104. 
grony>ing of. 106. 

Rate hook, ^K;8, 187. 

Rato-s of exchange, J44, 148, 
289, 355. 

Kobatea, 2Q7. 

Redemption at ymr, 40. 


♦ • 

^ ReiSlstered seciirn les, 34. 
'Registration of Business 
Names Act* 10. 

Kt? -ii isur an c e , 237. 

R. ct C. C., 233. 

15,eport and balance sheet, 12. 
shi|>'s, 244. 
and valuation, 357. 

Reserve [trices, 357. 378. 
Rovojiue return, 136. 

RtHid traduy 150., 

Rotation number, 244. 
l\t)V’al, Cliartor, 13. 

, Exehartge, 1 20. 

>S. 

Safe custody, 102, 105. 

Saf i‘gii ard i n g o f 1 nd us t r i es 
Act. 24). 

Sailing, card#, 203. 
ships, 201. 

Sale, by aa#rkm, 373. 

roonjs, 386. 

Salvage, 231. 

Samj)ler, 268. 

Sampling order, 381. 

Sans |n.*ote4,. 308. 

S a. vi tig 1 >a n K' s , 1 1 3 . 

Scrip, 37. 

Security for Ioanns 105. 

Sellers’ as.sociations, 20. 
•Settlement, 411. 
vSettling room, 45. 

Share, certificate, 34. ^ 
and loan ea|ntal, 17, 
transfer, foe, 35. 

* wiirrant, 37. 

SI lip, Itrokcf, 208. 

canals, 17 L , 

Sliipinent, 211, 272, 324. 
vShipo^vner’s liability, I Of 
' Shipping, bjll, '263. 

bdok, 211. 

, British, 200.» < 

couferoncao, 2(t7 
* 'dooumentS;^ 294. 

. instructions, 3£t>. . 
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Shipping, note, 20V), 21 U , 
order, 324, 32tl. 

Ship's regist('r? 240. 

Sliortt’all draft, 351. 

ShoVi iiLterest, 236. 

Sight, and long rates, 147. 

tlraft, 301. 

Site, choice of, 61. 
vSileut partiit?r, 5. 

Sinking fund, 76. 

Sleeping partner, 5. 

Small {)ar(jels ratt?, 180. 

Solo selling rights, 315. 

South Sea (.'omj)any, 27. ^ 

Specie* poinfs, 146. 
Spc'cifieatioM, 250, 260, 353, 
373, 

Specific duties, 240. 

405, 420. 430. 
hanks, 112, 

Spot business, 4(.)^ , 

Stainfi duty (marine i)olicv), 
227. 

Standing orders, 101. 
Statutory companies, 172. 
Stock, 32. , 

i'^T.ockbroking, origin of, 25. 
StoVk, exchanges, Hn, 40, 53. 
receipt, 33. 

’and • share marlvots, 129, 
153. 

Straddles, 42 /. 

Subrogutioii, 220. 

Surrc>ndered shares, 65. 
Syndic^Mof^, 21, 

T. 

A, 15. 

Ta,Wu‘s-iii, 48. , 

Tally, 208. 

Ta]:)e prices, 1 4 ;h 
Turing, 379. 

Telegrapihr? cods-s, 330-342. 
Teraporarv^l^legulations, 51. 
Tender, 411, *420* ^ 

Tiihber Exchanj^e, 306, 4.0 In • 
'Time charter^;, 215. 


To arriw^, 401. 

Tonnage, slioiXagi of, 216. 
'holal lo.ss, 2^8, 

3'ra<le, bills, 103. 
marks, 58. 

Tramp steamers, 202. • 

Tn Mil VN ay s , 1 5 0 . 

'biwisfcr, ag|ncy, 55. 

ol securities, 33. 

'rransfers, 293. 

Trans] li | ii non t , 2 6 1 . 

3'ra/7s(>ort, und the trader, 
157. 1 

methods of, 158. 

OTaveliers and agents. 314. 
Travellers’ <‘rfocts, 25ti'. 
^^Teasnrv* Bills /Aid Bonds, 29, 
136, Bfe,. 

Trusb banks, 113. 

Trustee, savings banks, 113. 

stocks, 38. 

Trusts, iiO. 

U. 

UncaUecTTfapiUd, 65,* (Jw 
Underwriters, 06, *2^0. 
Unloading, 208. 

Unpacking, etc. TCustonis), 
260. 

Urijirodnctive labour, 2. 
Usur\', 82. 

Utility, 1. 

V. 

Value, 1. 

ValvialiwM ^f a business, 56. 
Vhdualling, 250. 

VV. 

, Wager policy, 230. 
'AVarehouse, re(‘e!^j^ 270.*.. 

warraut, 271. • 

Warrant. (Sliare) to l^^arer, 37. 
Warranties (insurance), 227, 
« 32 . 
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Wa;j^s and means, 69 
atlvancest 136. 

3w9. 

Weight aricouiih^ 
Wharfinger, 208, 358. 
W.A:; 232. 

Without reserve, 378. 
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I, 

Wool/3&d. 

Y. 

Yield, 39. 

York-Aiitweip niles, 231. 
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